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Meet  the  New  Journal 


►  Eyc-appcaling  changes  in  the  look  of  tlie  jouhxal,  which  has  enjoyed  tw  entv- 
seven  years  of  continued  growth  and  editorial  integrity,  are  completed  with  this 
issue.  Eleven  years  ago,  the  journal  was  modernized  and  now  again,  keeping 
step  with  the  professional  real  estate  management  field  it  serves,  its  appearance 
has  Imfihtened  and  become  more  expressive. 

►  The  cover  has  been  improved  with  an  exciting  photographic  display  and  of 
course  retains  the  former  title  design  and  noted  CPM  key  insigne.  Articles  are 
briefed  in  front  of  the  magazine  to  provide  a  (piick  rt'ference  and  a  means  of  ac¬ 
quainting  you  with  the  interesting  contents. 

►  Leafing  through  the  journal,  you  will  discover  a  greater  use  of  pictorial  art,  a 
sparkling  variety  of  page  designs,  typographical  clarity  enhanced  by  a  new  type, 
and  coated  stock  for  the  cover  and  text. 

►  .Marina  City,  featured  in  this  issue,  was  developed  as  the  result  of  an  archi¬ 
tect’s  plan  to  meet  the  need  for  utilizing  space  without  the  sacrifice  of  beauty. 
The  editors  of  the  journal  have  attempted  to  do  much  the  same  thing;  to  give 
you  something  new  and  retain  old  values. 

►  Responding  to  requests  that  the  journal  carry  advertising,  for  the  first  time 
our  professional  publication  is  opening  its  pages  to  selected  and  approved  adver¬ 
tisers.  Headers  and  advertisers  will  find  this  of  mutual  benefit. 

►  We  hope  you  like  the  changes  in  journal  styling.  Your  comment  is  invited. 
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as  such  statements  may  be  desig¬ 
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whether  or  not  the  articles  are 
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MARINA  CITY-A  NEW  CONCEPT  IN  URBAN  LIVING 

htj  Bertrand  Goldberp, 

The  designer  of  Chicago’s  startling  $36  million  development,  with  its 
585-foot  twin  apartment  towers,  describes  the  innovations  and  rea¬ 
sons  for  the  new  24-hoiir  living  center.  Page  228 

HOW  TO  SCARE  PIGEONS  (and  Sundry  Other  Tips) 

by  William  McAinsh,  Jr.,  cpm 

Some  amusing  but  practical  solutions  to  maintenance  problems  are  related  by  a 

Washington,  D.C.,  CPM  active  in  the  IREM.  Page  237 

GOOD  PUBLIC  RELATIONS:  KEY  TO  SERVICE 

by  A.  T.  Beckwith,  cpm 

The  public  relations  program  of  the  South’s  largest  real  estate  organization  is 
examined.  One  of  Keyes’  subsidiary  units  is  headed  by  A.  T.  Beckwith,  IREM 
president.  Page  238 

THE  TAX  PROBLEMS  IN  OWNERSHIP  AND  MANAGEMENT  OF  REAL  ESTATE 

by  William  J.  Casey 

Some  of  the  more  prevalent  problems  that  occur  daily  in  the  property  management 
business  are  considered  in  this  article.  They  include  capital  gains,  depreciation, 
types  of  ownership,  leases,  and  repairs.  The  author  is  a  noted  tax  lawyer,  writer, 
and  lecturer.  Page  240 

INSURANCE  OPPORTUNITIES  THROUGH  MANAGEMENT 

by  A.  Frederick  Mohl,  Jr.,  cpm 

The  property  manager  has  many  opportunities  to  turn  latent  sales  possibilities  into 
a  profitable  business  for  himself  and  his  company.  A  few  of  his  contacts  include 
tenants,  tradesmen,  and  employees  who  may  be  pleased  to  give  their  business  to 
the  manager  instead  of  to  other  insurance  agencies.  Page  250 


COVER  DESIGN  \  composite  illustration  of  Architect  Bertrand  Goldberg  and  a  model  of  the  Marina 
City  was  selected  for  the  first  photographic  design  on  the  JOURNAL  cover.  Mr. 
Goldberg  is  shown  at  his  drafting  board  with  plans  of  his  Chicago  project,  while  his 
left  hand  rests  on  the  model. 
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PERSONNEL  TESTS:  A  MANAGEMENT  TOOL 

hij  Robert  H.  Edmomis 

Recent  trends  and  developments  in  the  use  of  personnel  tests  are  reported  in  the 
hope  that  more  property  management  firms  will  use  such  tests.  These  tests  generally 
result  in  a  better  net  profit,  through  better  production  by  cpialified  employees,  as 
well  as  a  reduction  in  employee  turnover  and  wasted  training  expense.  Page  257 


HOW  TO  PUT  DOLLARS  IN  YOUR  POCKET  BY  CONTROLLING  OFFICE 
OVERHEAD 

by  F.  Grin  Woodbury,  cpm 

Regardless  of  their  size,  property  management  offices  must  control  a  variety  of 
cost  problems.  The  1959  IREM  president  presents  practical  suggestions  to  control 
office  costs  that  could  undermine  profits.  Page  261 


SALES  PROFITS  THROUGH  MANAGEMENT 

by  Emanuel  E.  Falk,  cpm 

The  1960  president  of  the  IREM  tells  how  good  management  serves  as  a  foundation 
for  making  more  profitable  sales.  Page  264 


HOW  WISE  MANAGEMENT  AIDED  OWNERS  OF  160  PROSPECT  STREET 

by  (diaries  /.  Kydd,  cpm 

A  49-unit  apartment  building  in  East  Orange,  N.J.  is  analyzed  by  the  author. 
Hought  during  a  period  of  rent  control,  the  owners  relied  upon  a  professional  man¬ 
ager  to  increase  rents  later,  and  to  present  plans  for  investing  their  profits  in  addi¬ 
tional  property.  Page  268 


MAINTENANCE,  Products  and  Methods 

by  Howard  M.  Sonn,  cpm 

The  former  “Maintenance  Exchange”  continues  to  be  an  authoritative  department 
for  shop  talk  among  property  managers.  Page  279 


CONDEMNATION:  RAPIDLY  GROWING 
PROBLEM  FOR  PROPERTY  OWNERS 

by  Louie  Reese,  cpm 

A  veteran  appraiser  of  Birmingham,  Alabama 
tells  the  story  of  a  condemnation  experience 
quite  thoroughly.  The  author  presents  some 
guide  lines  for  the  property  owner  who  is  fac¬ 
ing  a  suit,  including  starting  a  clip  file,  and  the 
criteria  for  selecting  appraisers.  Page  272 
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The  men  most  responsible  for  the 
Marina  City  development  view  a 
model  of  the  project.  They  are,  from 
left,  Bertrand  Goldberg,*  architect; 
William  L.  McFetridge,  president  of 
the  Building  Service  Employees'  Inter¬ 
national  Union;  and  Charles  R.  Swibel, 
president  of  Marks  &  Co.,  mortgage 
bankers,  and  head  of  the  Marina  Man¬ 
agement  Corp. 


Here  are  the  basic  real 
estate  facts,  including  cost 
per  square  foot. 


BERTRAND  GOLD- 


LET  US  BEGIN  with  the  real  estate  beginnings  of  Marina  City. 
You  real  estate  men  have  certain  clear-cut  interests  about  new  build¬ 
ing  projects  which  usually  begin  something  like  this:  “How  much  did 
the  land  cost  and  is  it  paid  for?” 

The  answer  to  the  first  part  is:  almost  3  mil— in  the  words  Mike 
Todd  used  to  refer  to  money;  and  the  answer  to  the  second  part  of 
the  question  is  that  this  land  was  fully  paid  for  by  the  Building 
Service  Employees  International  Union  in  cash,  through  Leo  Sheri¬ 
dan,  to  the  Chicago  Northwestern  Railroad  almost  a  year  ago. 

The  next  question  that  a  real  estate  man  usually  asks  is:  “How 
much  is  that  a  square  foot?”  The  actual  price  was  about  $19  per 
square  foot,  and  it  is  a  great  pleasure  to  report  that  since  Marina  City 
has  been  announced,  asking  prices  for  land  of  sizeable  plottage  along 
the  river  front  has  gone  up  to  as  much  as  $35  per  square  foot.  This  is 
the  money  in-the-pocket  result  of  good  planning. 

There  is  the  real  estate  question:  “What  will  you  put  up  there?” 
The  answer  to  that  question  is:  “A  $36,(XX),(KX)  collection  of  the  most 
exciting,  useable  ( we  hope )  beautiful  buildings  ever  built  in  Chicago, 
and  maybe  in  the  recent  world.” 


BERG,  Chicago,  architect 
and  engineer,  has  planned 
and  supervised  c'onstriiction 
of  towns;  designed  patented 
laminated  plastic  freight 
ears,  as  well  as  houses,  trail¬ 
ers,  and  refrigeration  sys¬ 
tems.  His  recent  works  in¬ 
clude  Beach  Sky  Houses, 
Boca  Raton,  Fla.,  Civic  Au¬ 
ditorium,  Palm  Beach,  Fla. 
and  Astor  Tower,  Chicago. 
Mr.  Goldberg  has  won  many 
awards  for  his  projects. 


HOW  IT’S  FINANCED— ()Mesfton;  “Can  you  get  the  money  to  build 
them?  Or,  are  the  Unions  putting  up  the  cash  out  of  their  own  treas¬ 
ury  ( they  ought  to  be  rich  with  all  the  money  we’ve  been  paying  them 
for  years )  ?” 

Answer:  The  Unions  have  put  up  some,  the  largest  single  FHA 
insured  mortgage  ever  issued  will  provide  some,  and  a  conventional 
mortgage  on  the  business  section  of  the  project  will  provide  some. 
In  all,  the  project  has  been  completely  financed  to  the  point  where 
groundbreaking  for  the  project  occurred  on  November  22,  1960. 
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MARINA  CITY* 


■  ■  ■ 


A  New  Concept  in  Urban  Living 


by  Bertrand  Goldberg,  architect 


And  then,  the  next  real  estate  question:  “Can  you  make  any  money  a  money  making 

with  a  fancy  project  like  this,  or  is  it  going  to  be  a  public  relations,  v't^Jture'for ° fce  Unfo/T? 
tax-free  venture  for  the  Union?” 

The  answer  to  this  question  is  simple:  It  is  designed  to  make 
money,  good  money— and  all  of  this  income  is  subject  to  normal  in¬ 
come  tax.  Our  projections  of  earnings  have  been  examined  by  banks, 
by  the  FHA,  by  numerous  others,  and  we  have  been  given  the  seal 
of  approval  by  every  hard-headed  examiner  who  has  undertaken  a 
look.  This  is  not  a  Union  project  to  be  devoted  to  provide  low-cost 
housing  for  its  members.  This  is  a  hard-shell,  hard-cash  project  for 
the  citizens  of  Chicago,  making  it  possible  to  live  close  to  all  the 
adventure  and  enjoyment  of  Central  City.  This  is  a  project,  the  first, 
to  energize  the  Central  City  area  of  Chicago.  Marina  City  will  give 
the  “townies”  a  place  to  live,  it  will  give  Chicago  a  place  to  enjoy, 
the  sponsors  a  place  to  make  money,  and  it  will  help  rebuild  the 
Central  City  where  Union  members  hold  most  of  their  jobs.  The 
Union  hopes  that  this  project  will  encourage  private  developers  to 
follow  the  Marina  City  example  and  rebuild  Chicago’s  Central  City 
area. 

AN  UPDATED  CONCEPT— To  move  further  into  Marina  City  with 
you  is  not  difficult.  Most  real  estate  men  who  are  successful  are 
“planners.”  My  mother-in-law  asked  me  to  describe  the  Central  City 
planning  which  Marina  City  envisions.  I  went  through  a  rather 
lengthy  and  philosophical  explanation,  and  she  said  very  simply  and 

brightly,  “Oh,  that’s  what  we  used  to  call  ‘living  above  the  store.’  ”  •  Prcsinted  Mav  4,  1961, 

In  the  community  where  “living-above-the-store”  is  still  possible,  Executive  Manage- 

.  .  /•  ,^1  1  i  11  1  •  L  \  r  Conference  sixinsored 

certain  ot  the  critical  and  dimcult  problems  which  are  a  part  ot  our  the  Institute  of  Real 

daily  downtown  Central  City  life  doesn’t  exist.  Estate  Management. 
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"Living-abov»~th»~$tore" 
so/ves  four  critical 
problems  of  the  usual 
downtown  resident. 


1.  There  is  no  commuting  problem,  except  to  get  downstairs  to  work. 

2.  There  is  no  service  problem.  The  high  population  density  makes  all 
services  available,  cheaply  and  quickly. 

3.  There  is  no  “cultural”  problem.  The  community  is  its  own  culture;  the 
museum  or  the  concert  is  the  “guy  next  door”— and  not  the  trip  which 
must  be  deliberately  undertaken  to  absorb  a  higher  experience.  There 
is  more  leisure  and  more  ways  to  use  it  for  the  man  who  “liv'es-above- 
the-store.” 

4.  There  is  another  interesting  by-product  in  taxes  and  all  other  kinds 
of  building  expense.  It  costs  less  to  live  above  the  store  than  it  does  to 
live  away  from  work. 

And  I  wonder,  now  that  the  architects  have  undertaken  the  job  of 
making  it  attractive  and  enjoyable  to  live  above  the  store,  if  any 
community  can  afford  a  Central  City  which  is  used  only  on  a  part- 
time  basis. 


Can  our  economy  stand 
the  luxury  of  new  urban 
renewal  projects  found  in 
many  cities? 


PART-TIME  USE— Several  weeks  ago,  I  had  occasion  to  inspect 
Park  Avenue,  near  Grand  Central  Station.  The  former  complex  of 
buildings  which  used  to  be  stores  and  shops,  many  supported  bv 
apartments  in  the  same  building,  and  further  combined  with  offices, 
was  being  replaced  by  super  office  buildings  which  will  line  both 
sides  of  Park  Avenue  and  crown  Park  Avenue  above  Grand  Central. 

The  service  facilities  which  will  be  installed  for  this  increased 
building  volume  will  be  fantastic.  Tremendous  new  installations  of 
electric  power,  telephone,  suburban  trains,  steam,  police,  traffic  super¬ 
vision  will  all  be  supplied  either  by  the  taxpayers  or  by  franchised 
corporations. 

There  is  obviously  enough  money  in  New  York  to  provide  the  addi¬ 
tional  subway  facilities,  the  additional  utilities,  the  streets,  the  sewer, 
the  water  supply  for  this  new  and  highly  concentrated  daytime 
population. 

But  there  is  another  factor  which  will  have  to  enter  this  planning: 
A  24-hour  day  population  is  being  replaced  by  a  7-hour  per  day  popu¬ 
lation  for  a  period  of  only  a  5-day  week. 

There  is  pressure  constantly  being  exerted  to  reduce  our  working 
week  and  the  30-hour  week  is  not  too  far  from  our  present  economic 
concepts.  We  therefore  have  to  look  at  this  expensive  machine— Park 
Avenue— headed  by  the  Grand  Central  Station,  being  developed  for 
usage  only  30  hours  per  week.  Can  our  economy  stand  this  kind  of 
specialized  development? 

Our  growth  of  leisure  time  results  in  two  by-products:  One,  we 
are  most  familiar  with— more  time  to  devote  to  leisure  activities;  the 
second  by-product  is  the  idle  standby  time  of  our  specialized  areas 
of  offices,  factories,  and  urban  services,  public  transportation,  streets, 
sewers,  water  supply  lines,  generating  facilities,  gas  lines,  a  police 
force,  a  fire  department. 

Twenty  years  from  now,  it  is  conceivable  that  Park  Avenue,  during 
half  the  week,  will  look  like  Wall  Street  on  Sunday.  I  ask  whetlier 
any  community  can  be  so  rich  as  to  pay  for  the  Central  City  based 
on  a  use  of  30  to  35  hours  per  week.  There  are  very  few  corporations 
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which  can  pay  for  elaborate  factories  without  two-shift  operations, 
and  I  believe  our  economy  and  the  tax  structure  which  is  the  reflec¬ 
tion  of  our  economy  demands  the  two-shift  Central  City. 

RADICAL  CHANGES— There  have  been,  from  time  to  time,  sugges¬ 
tions  as  to  the  replanning  of  our  central  areas.  Some  planners  last 
year  advocated  moving  our  downtown  to  the  Fort  Dearborn  exten¬ 
sion.  These  were  the  same  planners  who  last  month  spoke  about 
moving  Fort  Dearborn  into  downtown.  They  spoke  about  the  need 
for  museums,  entertainment,  education  and  governmental  facilities, 
and  a  housing  factor  of  30  per  cent  of  the  Loop  area.  All  of  these 
plans  for  me  fall  into  the  same  category:  they  are  merely  plans  for 
unplanned  action.  We  need  plans  today  for  living  and  taxes. 

Central  City  planning  must  provide  within  the  same  taxable  unit, 
the  greatest  living  use  of  physical  plans  for  a  24-hour  period,  7  days 
a  week,  summer  and  winter.  This  is  what  our  downtown  area  must 
have  for  revitalization  and  for  survival. 

I  would  further  suggest  that  in  order  to  accomplish  this  end,  it  may 
be  necessary  to  make  radical  changes  in  our  concept  of  Central  City 
real  estate.  It  may  be  necessary  to  increase  the  size  of  a  single  land 
ownership,  or  land  development  to  a  point  where  multiple  usage  such 
as  I  envision  can  be  economically  and  beautifully  planned.  It  may  be 
necessary  to  change  the  zoning  for  our  Central  City  area,  so  as  to 
make  it  mandatory  for  the  land  owner  to  fully  develop  what  the  tax¬ 
payer  has  provided  for  him.  The  one  or  two-story  building  in  the  heart 
of  Central  City,  unrelated  to  its  use  to  its  surrounding,  is  a  crime 
against  the  community  of  taxpayers. 

It  will  be  necessary  to  have  within  a  single  tax  entity  the  combined 
activities  of  housing,  of  recreation,  and  of  work  to  carry  our  tax  load 
and  the  cost  of  our  urban  services  if  our  Central  Cities  are  to  survive. 
And  we  know  from  the  demand  for  space  at  Marina  City,  where  we 
have  combined  these  activities,  that  Chicago  wants  them  to  survive. 

!  FIVE  BUILDINGS— Marina  City  contains  within  its  building  com- 
^  plex:  900  garage  stalls,  180,(XX)  square  feet  of  offices,  summer  and 
winter  ice  skating,  enclosed  swimming  pool,  health  club,  54  lanes  of 
bowling,  a  marina  for  700  small  boats,  an  auditorium,  a  theatre,  a 
park,  a  sculpture  garden,  a  one-acre  roof  deck  recreational  area,  and 
numerous  service  shops  and  restaurants.  Marina  City  is  planned  for 
people  in  all  their  phases  of  living.  As  you  real  estate  men  say,  “Will 
people  buy  it?”  We  have  broken  ground  on  the  project  and  there 
are  almost  2,000  applications  for  the  900  apartments,  about  40  per 
cent  of  the  office  area  has  been  spoken  for,  and  about  half  of  the 
I  available  commercial  area.  Certainly,  this  is  the  pay-dirt  appraisal 
of  good  planning. 

The  architecture  of  Marina  City  has  been  the  outgrowth  of  the 
planning  concepts.  Marina  City  consists  of  five  buildings: 

The  First  is  the  commercial  building,  containing  most  of  the  shops, 
the  marina,  and  the  health  club.  It  covers  the  entire  site.  Beginning 
at  the  river  grade,  it  is  two  stories  high.  The  roof  of  this  building  is 


Larger  single  land 
ownership,  and  new 
zoning  laws  may  become 
necessary  in  the  city. 


Shops,  health  club,  bowling 
alleys,  theater,  offices,  and 
service  shops  are  only  a 
few  features  of  Marina  City. 
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The  auto  plays  an 
important  role  in  the 
architect's  plans  for  the 
Chicago  development. 


An  analysis  of  why  some 
commercial  income  was 
sacrificed  for  view  and 
beoufy. 


about  even  with  the  bridge  level  at  both  State  and  Dearborn  Streets, 
and  this  roof  becomes  the  pedestrian  and  automobile  plaza  for  all 
traffic  entering  Marina  City. 

The  Second  and  Thiiu)  Buildings  are  the  apartment  towers— each 
of  them  60  stories  high.  They  also  contain  the  garages  and  storage 
space  which  occupy  the  first  20  stories.  The  apartments  begin  at  the 
21st  floor. 

The  Fourth  Building  is  the  Marina  City  Center.  This  building 
contains  the  automobile  entrance  for  the  entire  project.  From  tlie 
automobile  entrance,  one  goes  by  foot  or  by  escalator  to  the  apart¬ 
ment  towers,  to  the  shops,  or  to  the  office  building.  The  Marina  Citv 
Center  also  contains  the  theatre,  seating  1,250  persons,  and  an  audi¬ 
torium  with  a  capacity  of  1,250. 

The  Fifth  Building  is  the  office  building,  which  forms  a  kind  of 
backdrop  for  the  project  on  the  north  boundary  of  the  property.  This 
building  is  the  equivalent  of  16  stories  in  height.  The  upper  ten  are 
open  office  areas,  60  feet  wide  and  about  330  feet  long  with  a  bank 
of  five  elevators  in  the  center.  Immediately  below  the  offices  is  a 
one-acre  bowling  alley  with  54  lanes.  Below  the  bowling  alley  are 
service  shops.  And  below  the  shops  are  the  facilities  of  the  first  build¬ 
ing,  which  I  described  as  covering  the  entire  site. 

ROLE  OF  AUTOS— Our  first  design  program  established  the  concept 
of  the  open  plaza  along  the  river.  The  plaza  would  be  open  to  view 
and  open  to  sky.  We  have  been  asked  many  times  why  we  didn’t 
direct  automobiles  to  a  lower  level.  We  feel,  as  architects,  that  Chi¬ 
cago  is  a  special  city  in  the  respect  that  we  use  automobiles  here 
more  than  we  use  feet,  and  in  this  location,  especially,  there  will  be 
tremendous  automobile  traffic. 

In  our  planning,  we  didn’t  want  to  treat  the  automobile  driver  as 
a  second-class  citizen— we  never  can  tell  when  he  turns  into  a  pedes¬ 
trian.  So  this  view  of  the  riverfront,  of  the  spectacular  rise  of  the 
apartment  towers,  of  the  rather  sexy  sculptural  quality  of  the  theatre 
building  design,  of  the  magnificent  landscaped  sculpture  garden 
which  will  border  the  river— this  view  will  greet  automobile  pas¬ 
sengers  and  pedestrians  alike. 

To  a  certain  extent,  we  have  sacrificed  commercial  income  in  this 
area  by  devoting  the  space  to  view  and  beauty.  But  we  have  pro¬ 
tected  more  than  $4,000,000  in  annual  income  by  this  design  and 
made  the  project  more  attractive  for  all  the  tenants. 

The  apartment  towers  themselves  are  quite  interesting  in  concept. 
For  many  years,  I  have  been  developing  a  design  for  high-rise  apart¬ 
ment  structures  which  contained  all  of  the  service  features  within  a 
central  core.  But  the  central  core  becomes  inefficient  unless  all  of  the 
apartment  units  are  equi-distant  from  the  core. 

Still  another  kind  of  inefficiency  results  from  the  rectilinear  engi¬ 
neering  in  conventional  design  for  high-rise  structures  which  have 
come  from  our  post  and  beam  systems.  We  increase  the  wind  stresses 
tremendously  with  right  angle  designs  which  produce  the  greatest 
wind  resistance;  and  the  corner  construction  of  our  right  angle 
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ONE  BEDROOM  UNIT 


Apartments  will  fan  out  from  a  central  service  core.  Each  apartment  will  have  its  own  balcony  area, 
an  all-electric  kitchen,  dressing  room,  and  other  built-in  conveniences.  Each  room  will  have  thermo¬ 
statically  controlled  year-round  air  conditioning.  The  towers  will  have  special  laundry  and  storage 
areas  for  residents.  Rentals  are  expected  to  start  at  $115  a  month. 


buildings  work  far  differently  from  our  internal  framing  members. 

When  we  began  the  Marina  City  design  we  realized  that  if  we  were 
going  to  use  these  conventional  design  concepts,  we  would  cost  our¬ 
selves  out  of  existence.  We  needed  a  structure  which  would  be  priced 
at  a  figure  that  would  produce  rents  for  families  of  moderate  income. 

TREMENDOUS  SUNFLOWER— We  evolved  a  floor  plan  and  a  de¬ 
sign  which  resembles  a  tremendous  sunflower.  This  was  designed  to 
overcome  these  conventional  inefficiencies.  At  the  heart  of  the  flower 
is  the  efficient  core  containing  all  the  utilities.  And  each  petal  of  the 
flower  equi-distant  from  the  core  becomes  a  bay  which  contains  an 
apartment,  or  which  combines  with  other  bays  to  make  a  larger  apart¬ 
ment. 

When  we  had  the  design  completed,  when  we  saw  that  we  could 
combine  bays  to  make  exciting  desirable  apartments  of  all  sizes,  we 
checked  our  engineering.  We  found  we  had  conceived  a  design  which 
had  only  30  per  cent  of  the  wind  load  that  a  building  of  rectilinear 
shape  with  the  same  dimension  would  produce.  We  found  that  we 
had  a  tall  building  with  less  than  half  the  rate  of  deflection  of  the 
Empire  State  Building.  We  have  the  only  high-rise  building  in  this 
country  with  simplified  window  washing  and  exterior  wall  mainte¬ 
nance  provided  from  our  balconies.  And  in  plan,  we  have  a  very  high 
ratio  of  interior  square  footage  to  exterior  wall  surface,  which  pro¬ 
duces  a  tremendous  saving  of  construction  and  upkeep. 


Wind  load  is  only 

30  per  cent  of  that  striking 

a  rectilinear  shape. 

Other  engineering  and 
design  aspects  are 
explained. 
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The  "parking  helix"  has 
been  proved  on  the 
West  Coast  and  abroad. 
Single  depth  parking  will 
increase  efficiency. 


For  the  first  time,  the 
theater  goer  can  dial  his 
acoustics. 


1 


When  we  had  completed  our  preliminary  studies  of  plan  and  engi¬ 
neering,  in  the  best  tradition  of  industrial  production,  we  built  a  full- 
size  mockup  of  our  apartments.  We  invited  Marshall  Field  to  furnish 
them  from  their  floor  stock  at  retail  prices,  using  their  staff  without 
coaching  from  the  architects.  And  then  we  invited  FHA  for  a  full- 
dress  inspection.  We  have  a  successful  design. 

The  effect  of  the  apartment  design,  radiating  from  the  small  cen¬ 
tral  core  to  an  increasing  dimension  toward  the  outer  window  wall 
is  one  of  tremendous  unconfined  space  with  more  and  greater  space 
always  beyond  the  viewer.  We  call  this  “dynamic  space”  as  distin¬ 
guished  from  the  “static  space”  which  is  produced  by  the  conven¬ 
tional  rectilinear  room  design. 

GARAGE  DESIGN— We  have  been  asked  about  building  a  “20-storv 
garage”  and  the  difficulties  of  such  an  operation.  Our  garage  budget, 
we  decided,  would  be  best  used  to  both  build  the  garage  and  at  the 
same  time  raise  our  apartments  high  above  the  downtown  noise  and 
dirt.  About  seven  or  eight  years  ago,  we  made  a  study  of  the  “park¬ 
ing  helix.”  This  is  a  form  of  ramp  turning  continuously  at  the  same 
radius  with  parking  space  for  automobiles  provided  on  the  ramp 
itself,  rather  than  on  a  floor  adjacent  to  the  ramp.  There  are  in  recent 
years  similar  applications  of  this  helix  in  garages  in  Venice,  Italy, 
in  San  Francisco,  and  more  recently  in  Seattle,  constructed  by  the 
same  firm  that  was  happy  with  this  operation  in  San  Francisco. 

We  have  two  revolutions,  each  one  story  high,  to  “hold”  cars  be¬ 
tween  the  plaza  and  the  parking  area.  We  then  have  14  revolutions 
for  the  parking  of  cars  with  a  capacity  of  32  cars  per  revolution, 
parked  one  car  deep.  At  the  very  top,  we  have  lubrication  and  wash¬ 
ing  facilities.  The  time  required  to  bring  a  car  from  the  topmost 
position  down  to  the  plaza  at  10  miles  per  hour  is  2/2  minutes. 

The  most  important  thing  about  a  garage  operation  is  the  length 
of  time  it  takes  a  runner  to  get  to  a  car.  And  here  in  Marina  City, 
there  is  no  car  further  than  50  feet  from  mechanized  vertical  trans¬ 
portation  for  the  car  runner.  We  have  a  manlift  at  the  central  core 
which  carries  the  carhop  within  a  short  walk  to  any  automobile.  And 
with  our  single  depth  parking,  we  should  have  about  the  most  effi¬ 
cient  garage  operation  in  the  city. 

The  garage  lease  has  already  been  spoken  for  by  several  operators. 
Marina  City,  with  its  tremendous  traffic  peaks,  cannot  allow  self- 
parking  with  its  attendant  confusion  and  possible  traffic  congestion. 
But  the  garage  lease  will  especially  furnish  low  cost  car  rent  for  the 
tenants  and  the  commercial  customers  of  the  bowling,  restaurant,  and 
theatre  tenants. 

ADJUSTABLE  ACOUSTICS— The  Marina  City  theatre  located  in 
the  Center  building  will  have  adjustable  acoustics,  regulated  by  the 
turn  of  a  knob,  for  the  first  time  in  the  world.  The  theatre  will  be 
designed  for  the  entire  “show  business”— from  movies  to  commercial 
theatre  with  everything  in  between.  As  architects,  we  do  not  believe 
that  the  single-purpose  theatre  can  easily  survive  without  subsidy. 
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But  we  firmly  believe  that  the  theatre  spectacle  in  its  many  forms— 
movie,  legit,  concert,  ballet— will  always  have  a  strong  and  vital  place. 

The  theatre  building  has  an  auditorium  of  limited  size,  but  tre¬ 
mendous  flexibility.  This  auditorium  can  serve  commercial  conven¬ 
tion  displays,  and  is  serviced  by  an  elevator  large  enough  to  bring  a 
truck  or  a  boat  into  the  convention  hall.  The  auditorium  is  immedi¬ 
ately  adjacent  to  the  riverfront  restaurant  and  can  serve  as  a  banquet 
or  a  dance  hall.  The  auditorium  space,  like  all  well  planned  modern 
areas  of  this  type,  is  divisible  into  several  smaller  spaces. 

The  office  building  is  designed  as  a  backdrop  to  Marina  City.  The 
property  to  the  north  is  largely  undeveloped  and  it  is  necessary  to 
preserve  the  integrity  of  the  Marina  City  atmosphere  by  isolating  it 
from  the  intrusions  of  the  old  areas  of  Kinzie  Street  and  beyond. 
The  office  building  has  been  planned  for  two  principal  exposures: 
one  for  view  toward  the  river,  and  one  for  work  toward  the  north 
liglit.  Every  square  foot  of  office  area  is  within  30  feet  of  a  window 
and  the  layout  of  the  building  will  give  the  tenants  the  efficient 
use  of  each  square  foot  that  he  pays  rent  for. 

THE  CENTRAL  CITY  PLAN— City  planners  are  usually  the  last 
people  to  arrive  at  the  ideas  of  their  time.  After  the  idea  has  jelled, 
after  the  demand  for  a  living  pattern  has  been  clearly  expressed  by 
the  “consumer  market,”  the  planner  uses  the  idea. 

This  procedure  of  the  planner  bringing  up  the  rear  with  the  help 
of  the  banker  is  in  the  great  scheme  of  things  proper.  The  stakes  are 
too  great,  both  in  terms  of  human  life  and  money,  to  allow  the  planner 
more  than  the  role  of  showing  the  public  the  ideas  which  it  has 
already  accepted. 

The  England  of  the  early  19th  Century  had  already  enthusiasti¬ 
cally  undertaken  the  idea  of  industrialization  when  the  planners 
first  began  to  place  the  houses  around  the  factory.  Later  in  the  cen¬ 
tury,  the  ideas  of  Ruskin  and  Morris  had  already  been  put  on  wall- 
j  paper  when  the  planners  used  these  same  ideas  for  the  “garden  city.” 

Our  plans  for  the  ideal  residential  community,  the  suburban  com¬ 
munity,  separating  the  city  from  the  country,  have  their  roots  in  the 
scientific  planning  of  more  than  50  years  ago.  And  the  plan  for  the 
high-rise  city  apartment  surrounded  by  an  expanse  of  unusable,  un- 
walkable,  green  grass  belongs  to  the  concepts  of  organized  urban 
I  society  dating  back  40  years. 

1  VVe  acknowledge  that  we  follow  “precedent”  as  planners,  but  as 
i  bankers  who  expect  the  economic  life  of  a  project  to  extend  through 
I  the  next  two  generations,  it  is  important  to  know  we  are  following 
j  this  year’s  “precedent”  and  not  the  one  which  is  already  down- 
!  grading  last  year’s  projects. 

There  is  a  new  “precedent”  in  this  year’s  planning:  in  Baltimore, 
Philadelphia,  and  Boston;  in  Pittsburgh,  Cleveland,  and  Detroit;  in 
Chicago,  St.  Louis,  and  New  Orleans;  in  Denver,  Los  Angeles,  and 
San  Francisco— there  is  a  new  plan.  The  new  plan  is  to  make  the 
Central  City  habitable. 

The  new  plan  has  economic  roots.  We  wish  to  save  our  invest- 


Entire  office  floor  area  is 
within  30  feet  of  windows. 


The  role  of  the  city  planner 
is  discussed,  from  1 9th 
century  England  to  today's 
newest  concept. 
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Facilities  for  the  living 
pleasure  offered  by  Marina 
City  cannot  be  supported 
by  a  part-time  population. 


1 


ments.  But  the  new  plan  has  human  roots.  People  like  to  live  closely 
and  enjoy  the  work  and  the  play  which  is  the  by-product  of  high 
density  living. 

MIRROR  OF  CITY— If  you  could  take  a  giant  cookie  cutter  and 
take  out  a  section  of  Chicago’s  Loop,  including  all  the  human  ac¬ 
tivities  whereby  people  express  themselves  throughout  a  24-hour  day, 
and  re-shape  this  cookie  into  a  vertical  pattern  to  occupy  a  square 
block— if  you  could  do  this,  you  would  have  the  Marina  City  plan. 

Marina  City  is  a  mirror  of  the  city: 

a.  High  density  living  ( 300  families  per  acre ). 

b.  Working  space  ( 180,000  square  feet  of  office ) . 

c.  Recreation  ( boating,  swimming,  skating,  gymnasium,  bowling,  walk¬ 
ing,  parks,  movies,  meeting  hall ) . 

d.  Service  ( restaurants,  shops,  automobile  parking,  transportation ) . 

Marina  City  is  a  plan  for  24- hour  living  which  no  tenant  could 
afford  on  less  than  a  24-hour  basis.  This  means  that  the  facilities  for 
living  pleasure  offered  by  Marina  City  cannot  be  supported  by  a 
commuting  population,  or  a  weekend  population.  And  if  housing  is 
something  more  than  just  shelter  and  running  water,  the  new  housing 
must  provide  the  background  for  the  leisure  time  which  our  work 
patterns  are  giving  us. 

“Urban  Renewal”  plans  have  already  established  a  concept  of  re¬ 
building  an  entire  cross  section  of  our  urban  life.  We  rebuild  houses, 
shops,  and  work  space.  But  beyond  urban  renewal,  there  is  an  estab¬ 
lished  market,  a  voiced  demand  and  a  public  consciousness  to  pro¬ 
vide  for  people  once  again,  the  balanced  life  of  a  Center  City.  By 
the  2,000  plus  applications  for  Marina  City  living  already  received 
is  testimony  that  people  want  to  live  together  with  their  work,  and 
want  the  recreation  and  the  moderate  rents  which  can  be  offered 
in  high  tax,  high  cost  areas,  only  by  tapping  a  24-hour  source  of 
income. 

Marina  City  income  is  divided  about  Vs  to  upkeep  costs  and  73  to 
debt  service,  but  neither  of  these  costs  could  be  supported  by  resi¬ 
dential  income  alone.  Over  39,000  families  have  indicated  a  desire  to 
live  in  the  Central  City  area  by  survey  made  in  April,  1959.  Few  of 
these  families  could  afford  the  Marina  City  tax  rate  which  would  be 
close  to  $400  per  year  per  apartment.  Few  of  these  families  could 
afford  the  cost  of  amortizing  recreational  facilities  provided  in  Marina 
City.  And  without  a  balanced  daytime  and  nighttime  population, 
the  cost  of  operating  either  garage  or  swimming  pool  would  rise 
beyond  the  ability  of  the  Marina  City  tenant  to  pay  for  these  facilities. 

Marina  City,  therefore,  is  the  new  plan  for  the  balanced  living 
which  Central  City  must  provide.  As  the  farmer  has  understood  that 
his  house  means  house  and  barn;  as  the  suburbanite  has  understood 
that  his  house  means  house  and  garage;  so  does  the  Urbanite  under¬ 
stand  that  his  house  means  house  and  work  and  recreation.  This  is 
Central  City  housing. 
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HOVi^  TO  SCARE  PIGEONS 

(and  Sundry  Other  Tips) 


by  William  McAinsh,  Jr.,  cpm 


"I  was  struck  all  af  a  heap." 

The  Duenna, 
Act  I,  Scene  II 


The  most  fascinating  part  of  this  business 
of  property  management  is  its  constant  chal¬ 
lenge.  Solutions  to  various  maintenance  prob¬ 
lems  often  bring  money-saving  and  soul-satis- 
fving  results. 

Of  the  latter  category,  do  you  have  a 
problem  with  pigeons  roosting  on  window 
sills,  messing  them  up  and  spreading  lice?  We 
had— and  we  tried  the  usual  remedies  with 
middling  success,  before  I  read  an  article  by  a 
man  who  had  taken  advantage  of  the  pigeons’ 
natural  fear  of  rats.  He  had  great  success  dis¬ 
couraging  them  with  toy  rubber  rodents 
placed  on  the  window  sills  of  an  office  build¬ 
ing  he  managed.  We  found,  to  our  delight,  that 
it  really  worked. 

Later,  quite  by  accident,  I  added  my  own 
refinement  to  this  remedy  when  a  storekeeper 
who  was  out  of  toy  rats  touted  me  off  onto  toy 
snakes.  I  tried  them  on  a  new  office  building 
we  are  managing  and  found  that  they,  too, 
worked  like  a  charm.  We  did  have  a  nerve 
wracking  experience,  however,  when  one  of 
the  snakes  dropped  off  a  sill  into  the  path  of  a 
lady  walking  down  the  sidewalk.  She  nearly 
had  hysterics,  but  luckily  saw  the  humor  of  the 
situation  after  we  explained  how  the  snake  got 
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Washington,  D.C., 
is  chairman  of  the 
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there.  Incidentally,  I  am  also  told  that  a  toy 
snake  or  two  on  a  newly  seeded  lawn  will  be 
quite  effective  in  keeping  away  birds. 

Do  YOU  HAVE  DIFFICULTY  with  windows 
sticking  shut  after  a  building  has  been  painted 
on  the  exterior?  We  have  cut  tenants’  com¬ 
plaints  to  a  minimum  by  making  up  a  mimeo¬ 
graphed  form  and  sending  copies  to  all  ten¬ 
ants.  We  advise  them  that  they  must  raise  and 
lower  their  windows  a  couple  of  times  while 
the  paint  is  drying  to  keep  them  from  sticking. 
The  tenants’  tempers  improve  immensely. 

Painting  fire  escapes  has  always  been  a 
problem  because  of  the  time  consumed  in  the 
difficult  job  of  brushing  all  the  little  rungs.  A 
painter  friend  suggested  that  we  get  our  jani¬ 
tor  a  lambs  wool  mitt  for  the  job.  Now  he  just 
puts  on  the  mitt,  dips  into  the  bucket  of  black 
paint,  and  applies  the  paint  to  the  rungs  with 
his  mitt-covered  hand. 

Recently  we  moved  into  a  new  office  build-  • 
ing  that  we  manage  in  downtown  \\ Washington. 
It  is  a  beautiful  structure  of  limestone  and 
marble,  with  vinyl  flooring  at  the  elevator 
landings  and  in  the  corridors.  One  of  the  prob¬ 
lems  we  encountered  soon  after  the  first  ten¬ 
ants  moved  in  was  how  to  keep  the  elevator 
floors  clean,  and  how  to  keep  dirt  from  being 
tracked  out  of  elevators  onto  the  lovely  white 
vinyl.  We  solved  this  problem  by  installing 
carpeting  in  the  elevators.  They  are  vacuumed 
every  night— more  often  in  wet  weather— and 
the  people  step  off  with  clean  feet.  And  the 
cost  of  the  carpeting  was  only  $35  per  car  for 
two  sets. 
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GOOD  PUBLIC  RELATIONS 


Key  to  Service! 


by  A.  T.  Beckwith,  cpm 


Typical  news  letters  and  brochures  of 
the  Keyes  Realty  Companies, 

Miami,  Florida 


An  intelligently  conceived  and  carefully  coordinated  program  of 
public  relations  and  advertising  lias  helped  to  develop  Keyes  Realty 
Companies,  of  Miami,  into  the  South  s  largest  real  estate  organiza¬ 
tion,  with  $66  million  annual  volume  of  business. 

Tile  seven  subsidiary  units  include  the  Keyes  Management  Com¬ 
pany,  Herbert  Eayrs,  CPM,  president;  Keyes  Realty  International, 
Inc.,  and  Keyes  Continental  Management  Corporation,  headed  by 
A.  T.  Beckwith,  CPM,  president  of  the  Institute  of  Real  Estate  Man¬ 
agement. 

A  variety  of  communications  media  are  used,  including  television, 
newspaper  releases,  brochures,  newsletters,  and  other  direct  mail 
circulars. 

The  local  NBC  television  station  is  used  for  Keyes  advertising  mes¬ 
sages.  Seven  programs  are  sponsored,  including  the  nationally  known 
Huntley-Brinkley  news  program,  local  news  during  the  Dave  Garro- 
way  program,  and  the  weather  report  during  the  Jack  Paar  telecast. 

Locally  Produced 

Locally  produced  advertisements  are  shown  also  on  television,  us¬ 
ing  films,  cartoons,  and  photographs.  A  typical  advertisement  on 
property^  management  explained  that  Keyes  is  the  oldest  accredited 
management  company  in  Miami,  with  more  Certified  Property  Man¬ 
agers  than  any  other  management  firm  in  the  South.  The  firm  manages 
$57  million  worth  of  property  in  Florida,  New  York,  Canada  and  in  the 
Midwest. 
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The  audience  is  advised:  “Ask  the  owner  of 
any  Keyes  managed  property,  and  he’ll  tell 
you— ‘With  Keyes  experience  in  leasing  and 
maintenance,  Keyes  management  doesn’t 
really  cost— it  pays.’  ” 

Keijes  MANAGEMENT  NEWS  is  a  four- 
paged,  slick  paper  newsletter  with  “helpful 
information  to  income  property  owners.”  In 
the  September  issue,  for  example,  tips  were 
given  for  preparing  for  the  hurricane  season 
(the  Keyes  firm  was  “born”  of  the  devastating 
storm  that  struck  Miami  in  September  1926). 
Tips  of  interest  to  newcomers  included  drain¬ 
ing  swimming  pools  down  2  feet  from  the 
usual  level;  pulling  all  coconuts  from  the 
palms;  arranging  to  store  lawn  furniture  and 
other  outside  articles;  filling  auto  gasoline 
tanks  and  parking  autos  away  from  trees; 
clearing  away  possible  debris;  weatherproof¬ 
ing  electrical  outlets;  and  providing  non¬ 
electric  lighting  and  cooking  facilities. 

Many  Illustrations 

A  22-page  brochure,  printed  in  yellow  and 
black,  tells  The  Keyes  Property  Management 
Story  in  an  easy-to-read  text  interspersed  with 
cartoons  and  photographs.  The  firm  explains 
I  to  property  owners  that  it  can  give  them:  in- 
I  creased  property  value,  the  right  kind  of  ten¬ 
ants,  good  leases,  fast  collections,  maintenance 
at  cost,  time,  savings  (on  taxes,  insurance, 
mortgages,  maintenance),  monthly  reports, 
freedom,  and  a  regular  monthly  check. 

“All  this  adds  up  to  security  for  your  invest¬ 
ment,  relief  from  detail  and  worry,  increased 
property  value,  and  highest  possible  net  in¬ 
come,”  Keyes  tells  the  owners.  The  cost  is  5 
per  cent  of  gross  rentals  plus  small  leasing  and 
maintenance  commissions. 

The  firm’s  public  relations  department  pre¬ 
pares  feature  stories  for  newspapers  on  a 
variety  of  subjects,  including  gardens  and 
landscaping,  air  conditioning,  fall  cleaning  or 
“getting  ready  for  the  season,”  and  interior 
decorating. 

Repair  Tips 

Some  tips  for  easy  household  repairs  in¬ 
clude:  mixing  paint  with  crushed  blackboard 
chalk  to  fill  wall  holes;  patching  linoleum  with 


white  shellac  and  finely  grated  or  ground  up 
cork;  adding  a  little  citric  acid  to  the  cleaning 
water  to  brighten  stainless  steel;  and  waxing 
aluminum  frames  “but  don’t  remove  the  nat¬ 
ural  oxide  film— it  helps  prevent  corrosion.” 

A  news  release  on  gardens  was  prepared  on 
information  based  on  experiences  of  “the  gar¬ 
deners  who  look  after  the  hundreds  of  prop¬ 
erties  managed  by  The  Keyes  Company.” 
Among  the  substitutes  that  a  newcomer 
finds  for  northern  plants  are  aurelia  or  vitex 
for  quick-growing  hedges  and  screens.  The 
Pandora  closely  resembles  wisteria  “and  if  it’s 
lilacs  you  miss— try  plumbago  instead.”  The 
fireball  variety  of  poinsettias  outshines  the 
biggest  dahlia.  “Any  one  of  the  Bauhinia’s  or 
‘orchid’  trees  will  take  the  place  of  flowering 
dogwood,  and  the  fragrant  jasmine  will  make 
you  forget  forsythia,”  the  article  advised  new¬ 
comers. 

Air  Conditioning 

In  another  news  release,  Mr.  Beckwith  ad¬ 
vised  Florida  apartment  owners  on  the  merits 
of  air  conditioning.  During  cool  weather  in 
Miami  “a  reverse-cycle  unit  is  worth  its  weight 
in  gold.” 

“The  cost  of  operating  units  in  South  Florida 
apartments,”  Mr.  Beckwith  stated,  “will  aver¬ 
age  $10  to  $12  a  month  in  summer  per  one  ton 
unit— probably  considerably  less  in  winter 
when  the  heating  unit  is  used  only  at  intervals. 

“From  the  owner’s  point  of  view,”  said  Mr. 
Beckwith,  “the  installation  of  an  air  condition¬ 
ing  unit  justifies  a  5  to  15  per  cent  increase,  de¬ 
pending  on  whether  the  tenant  or  the  owner 
pays  for  the  unit,  the  installation,  and  the 
utilities.” 

According  to  the  IREM  president,  bedroom 
apartments  can  be  more  efficiently  “climate 
controlled”  by  installing  a  small  unit  in  sleep¬ 
ing  areas  and  a  smaller  unit  than  would  other¬ 
wise  be  required  in  the  living  area.  It  is  wise  to 
check  furniture  placement  and  make  sure  wir¬ 
ing  conforms  to  local  codes. 

He  cautioned  owners  of  low-cost  accommo¬ 
dations  “to  think  carefully  before  installing  air 
conditioning,  and  to  consider  whether  or  not 
the  tenants  can  afford  to  pay  the  rent  required 
from  the  extra  cost  of  air  conditioning.” 


VOLUME  26  •  NUMBER  4  •  SUMMER  1961 


239 


William  J.  Casey,  New  York,  a 
noted  tax  lawyer,  writer,  and 
lecturer,  is  chairman  of  the 
Ixiard  of  editors  of  the  Insti¬ 
tute  for  Business  Planning, 
Inc.  in  New  York  City.  Mr. 
Casey  has  written  Tax  Shelter 
in  Real  Estate  and  other  books, 
and  is  author  of  the  “Tax 
Thoughts”  column  in  Realtors 
Headlines.  He  is  a  member  of 
the  law  firm  of  Hall,  Casey, 
Dickler,  Howley  and  Brady  in 
New  York. 


THE  TAX  PROBLEM' 

by  William  J.  Casey 


Property  Managers  can  do  much  to  enhance  the  return  and  the 
value  of  income  property  by  being  alert  to  the  tax  implications  of  the 
things  they  do.  In  leasing,  they  must  know  how  to  handle  advance 
rentals,  bonuses,  security  deposits,  cancellation  payments,  and  tenant 
improvements. 

In  their  budgeting  and  in  ordering  improvements,  they  must  dis¬ 
tinguish  between  repairs  and  capital  expenditures.  They  should  con¬ 
tribute  substantially  to  the  decisions  on  how  property  should  be 
depreciated.  They  should  help  the  owner  to  conduct  himself  so  that 
he  will  find  himself  in  a  capital  gains  position  on  a  sale.  They  should 
advise  the  owner  whether  it  is  best  for  him  to  hold  the  property  in 
corporate,  individual  or  partnership  form. 

Most  of  these  decisions  will  call  for  legal  advice  in  the  final  analysis, 
but  the  property  manager  can  help  in  pointing  out  the  alternatives 
and  getting  the  necessary  decisions  made. 

Capital  Gains 

The  sale  or  exchange  of  real  estate  almost  always  results  in  either 
a  gain  or  a  loss.  Whether  or  not  the  gain  is  taxable  or  the  loss  is  de-  | 
ductible  depends  upon  the  nature  of  the  transaction  since  some  trans¬ 
actions  are  tax-free.  Whether  you  have  a  capital  gain  or  loss,  or  an 
ordinary  deduction,  depends  upon  the  nature  of  the  property  and 
your  status  as  an  investor  or  dealer.  Furthermore,  in  order  to  get  a 
capital  gain  the  property  must  have  been  held  more  than  six  months  ^ 
before  it  is  sold.  . 

Basically,  gain  on  sale  is  the  sales  price  minus  adjusted  basis  and  | 
minus  selling  expenses.  The  sales  price,  or  the  amount  realized  on  sale  3 
for  tax  purposes,  includes  the  amount  of  cash  received  plus  the  fair  j 
market  value  of  any  other  property  received  by  the  seller.  Mortgages  ! 
on  the  property  sold,  which  the  purchaser  either  assumes  or  takes  j 
subject  to,  are  added  to  the  sales  price.  The  adjusted  basis  is  the 
original  cost  of  the  property,  plus  the  value  of  any  improvements  put 
on  the  property  by  the  seller,  and  minus  depreciation  taken  by  him. 

There  are  four  classes  of  real  estate  and  the  tax  effects  upon  dis¬ 
position  of  the  real  estate  are  affected  by  the  classification  or  type  of 
property  involved.  The  classification  is  determined  by  the  use  to 
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1  Ownership  and 
lanagement  of  Real  Estate 


which  the  property  is  put,  and  it  determines  whether  the  gain  will  be 
ordinary  or  capital  in  nature. 

Investment  real  estate  is  property  held  primarily  for  investment. 
This  type  of  property  is  considered  a  capital  asset,  and  gain  or  loss 
upon  its  sales  results  in  either  capital  gain  or  capital  loss. 

Trade  or  business  property  is  depreciable  property  used  in  a  trade 
or  business  which  has  been  held  for  more  than  six  months,  and  which 
is  not  dealer  property.  Typically,  rental  property  is  normally  classified 
as  trade  or  business  real  estate.  Gain  from  the  sale  of  this  type  of  prop¬ 
erty  is  capital  gain,  but  loss  from  trade  or  business  real  estate  is  first 
offset  against  trade  or  business  gains,  and  the  balance  is  treated  as  an 
ordinary  loss. 

Residential  real  estate  is  property  used  as  a  personal  residence.  Its 
sale  results  in  a  taxable  gain  but  loss  on  sale  is  not  deductible. 

Dealer  property  is  real  estate  held  primarily  for  sale  to  customers 
in  the  ordinary  course  of  business.  Dealer  real  estate  is  not  a  capital 
asset,  and  gains  or  losses  from  its  sale  are  ordinary  gains  or  ordinary 
losses.  The  line  between  a  dealer  and  a  real  estate  investor  is  a  hard 
one  to  draw,  and  ordinarily  there  are  numerous  factors  to  be  con¬ 
sidered  in  any  given  situation,  in  order  to  determine  the  exact  classi¬ 
fication  of  the  property  in  the  taxpayer’s  hands. 

Depreciation 

In  any  consideration  of  real  estate,  depreciation  plays  a  decisive 
role.  Depreciation  deductions  help  provide  a  tax-free  return  on  in¬ 
vestment.  Often,  the  difference  between  a  profitable  or  non-profitable 
transaction  is  due  to  the  interplay  between  depreciation  and  amorti¬ 
zation.  To  the  extent  that  depreciation  exceeds  amortization  pay¬ 
ments,  there  is  a  tax-free  cash  flow.  This  is  because  depreciation  is  a 
deduction  from  taxable  income  while  mortgage  amortization  is  not. 

Ordinarily,  the  relationship  between  deductible  depreciation  and 
non-deductible  mortgage  amortization  should  be  projected  over  the 
full  term  of  the  mortgage,  or  at  least  until  the  mortgage  has  been  re¬ 
duced  to  the  level  where  it  can  be  refinanced,  and  then  a  reduced 
amortization  would  be  weighed  against  depreciation  and  projected 
investment  return. 
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I.  Methods  of  Accelerated  Depreciation 

Generally  depreciable  property  is  property 
used  in  trade  or  business  or  held  for  the  pro¬ 
duction  of  income,  which  is  subject  to  physi¬ 
cal  decay  or  obsolescence,  and  which  has  a 
definite  useful  life.  Four  methods  of  deprecia¬ 
tion  are  permitted  by  the  1954  Code  for  prop¬ 
erty  acquired  after  1953. 

Straight-Line  method  is  depreciation  in 
equal  installments  over  the  useful  life  of  a 
building.  Double-declining  balance  deprecia¬ 
tion  is  depreciation  computed  on  the  unde¬ 
preciated  balance  of  the  property.  The  tax¬ 
payer  is  restricted  to  a  rate  not  in  excess  of 
twice  the  straight-line  method.  If  property 
was  first  put  in  use  prior  to  1953,  or  if  it 
changed  hands  (if  the  taxpayer-owner  is  not 
a  first  user  of  the  property),  then  the  deduc¬ 
tion  under  the  declining-balance  method  can¬ 
not  exceed  150  per  cent  of  the  straight-line 
rate. 

Assume  that  an  asset  cost  $10,000  and  that 
it  has  a  20  year  useful  life.  Under  the  straight- 
line  method,  $500  depreciation  would  be 
taken  in  each  year.  Under  the  double-declin- 
ing  balance  method,  depreciation  would  be 
on  a  10  per  cent  rate  (5  per  cent  is  the  rate 
'  under  straight-line  and  you  multiply  that  by 
2).  So,  there  is  $1,0(X)  of  depreciation  in  the 
first  year.  The  depreciation  charge  for  the  sec¬ 
ond  year  is  only  $900  since  you  multiply  the 
remaining  balance  of  $9,000  by  10  per  cent, 
which  is  the  rate  used  under  the  double- 
declining  balance  method.  If  only  a  150  per 
cent  declining-balance  method  were  used, 
then  the  rate  would  be  TM  per  cent  times  re¬ 
maining  balance. 

The  sum  of  the  ijears-digits  method  em¬ 
ploys  a  rate  which  is  a  fraction.  The  numera¬ 
tor  is  the  property’s  remaining  useful  life  at 
the  start  of  the  tax  year,  and  the  denominator 
is  the  sum-of-all-the-ijears-digits  correspond- 
'  ing  to  the  estimated  useful  life  of  the  property. 
So,  if  the  property  has  a  useful  life  of  ten  years, 
the  fraction  in  the  first  year  is  the  figure  10  as 
a  numerator  and  55  as  the  denominator.  The 
depreciable  basis  of  the  property  is  multiplied 
by  this  fraction. 

Finally,  any  other  consistent  method  can  be 


used  which,  during  the  first  two-thirds  of  the 
property’s  useful  life,  does  not  give  greater  de¬ 
preciation  than  under  the  declining-balance 
method. 

2.  Additional  First  Year  Depreciation 

The  1958  tax  law  gave  buyers  of  non-real 
property  a  special  20  per  cent  write-off  in  the 
year  of  purchase  on  investments  up  to  $10,000 
( $20,0(X)  if  a  joint  return  is  filed ) .  This  means 
you  can  get  an  immediate  deduction  of  up  to 
$4,000  in  addition  to  the  regular  depreciation 
on  the  balance  of  your  cost.  This  additional 
depreciation  applies  only  to  tangible  personal 
property  with  a  useful  life  of  six  years  or  more. 
The  deduction  is  limited  to  $2,000  per  year 
per  taxpayer,  or  $4,000  on  a  joint  return.  For 
real  estate  owners  this  provision  is  available 
for  equipment  only;  for  hotel,  motel  and  fur¬ 
nished  apartment  owners  this  rule  would  ap¬ 
ply  to  furniture  as  well. 

New  proposed  regulations  to  Section  179  of 
the  Internal  Revenue  Code  provide  that  assets 
accessory  to  the  operations  of  a  business  are 
personal  property  even  though  they  may  be 
deemed  fixtures  under  local  law  ( and  so  would 
be  real  estate  for  local  purposes ) .  Examples  of 
this  type  of  personal  property  are:  machinery, 
printing  presses,  transportation  or  office  equip¬ 
ment,  refrigerators,  individual  air  condition¬ 
ing  units,  grocery  counters. 

On  the  other  hand,  items  deemed  to  be 
structural  components  of  buildings  are  treated 
as  real  estate  and  are  not  subject  for  the  first 
year  write-off.  Examples  are:  wiring  in  a 
building,  plumbing  systems,  central  heating 
or  central  air  conditioning  machinery,  pipes  or 
ducts.  So,  for  example,  under  a  turnkey  lease, 
where  tenant  puts  in  furniture  and  display 
case  fixtures,  he  can  get  a  first  year  write¬ 
off.  But  the  landlord  who  puts  in  wiring  and 
air  conditioning  gets  no  first  year  write-off  on 
those  items. 

The  20  per  cent  write-off  provides  for  a 
maximum  deduction  of  $2,000  ($4,000  on  a 
joint  return)  each  year  no  matter  how  many 
new  items  are  purchased.  This  means  that  the 
taxpayer  can  select  the  property  to  which  he 
wants  the  write-off  to  apply.  So  if  $10,000  of 
furniture  with  a  20  year  life  and  $10,000  of  fix- 
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hires  with  a  10  year  life  are  bought,  the  write¬ 
off  should  be  applied  against  the  furniture. 
This  will  mean  larger  depreciation  deductions 
from  the  fixtures  because  of  their  shorter  use¬ 
ful  lives. 

The  20  per  cent  write-off  is  available  in  the 
first  year  that  depreciation  deductions  are 
available  on  the  property. 

If  you  don’t  use  averaging  conventions,  you 
could  claim  depreciation  on  a  piece  of  prop¬ 
erty  from  the  day  you  put  it  into  service.  So  if 
you  put  it  into  service  on  December  27,  you’d 
be  allowed  to  claim  5  days  depreciation.  And 
that’s  enough  to  allow  you  to  claim  the  full  20 
per  cent  deduction  for  that  year. 

On  the  other  hand,  assume  you  bought  a 
machine  which  you  put  into  service  on  Au¬ 
gust  10,  1960.  It’s  put  into  a  multiple  asset 
account,  under  which  it  is  assumed  that  all  as¬ 
sets  bought  during  the  first  half  of  the  year 
were  put  into  use  the  first  day  of  the  year,  and 
all  assets  bought  during  the  second  half  of  the 
year  were  put  into  use  the  following  year. 
Then,  since  the  machine  was  bought  in  the 
second  half  of  the  year,  you’d  not  be  entitled 
to  any  depreciation  on  it  in  1960.  And  so  you 
couldn’t  claim  the  20  per  cent  first-year  write¬ 
off  until  1961  [Prop.  Reg.  Sec.  1.179-1  (e).] 

3.  Itemizing  Depreciation 

When  real  estate  that  includes  equipment, 
furniture  and  similar  items  is  bought,  consid¬ 
erable  benefits  can  be  obtained  by  segregating 
and  separately  depreciating  the  short-life 
equipment  included  in  the  sale.  The  taxpayer 
can  go  even  further  and  itemize  his  deprecia¬ 
tion  on  equipment,  furniture,  and  fixtures. 
Where  some  of  the  equipment,  furniture,  and 
fixture  items  have  shorter  lives  than  others, 
then  the  taxpayer  can  evaluate  whether  sepa¬ 
rate  depreciation  of  each  item  (rather  than 
composite  rates )  is  favorable  for  his  building. 
Under  the  composite  rate,  buildings  and  im¬ 
provements  are  lumped  together  in  one  group 
and  depreciated  at  one  rate.  Similarly,  furni¬ 
ture,  fixtures,  and  equipment  make  up  another 
depreciation  group. 

The  composite  rate  will  usually  result  in  less 
work  and  expense  than  individual  itemized  de¬ 
preciation,  since  an  average  rate  of  deprecia¬ 


tion  is  applied  to  the  assets  in  the  composite 
group.  Using  itemized  depreciation  would 
mean  separate  accounting  for  numerous  items 
with  more  bookkeeping  and  record-keeping 
work  required.  But,  composite  rate  deductions 
may  be  smaller  in  the  early  years  of  ownership 
of  the  property,  because  the  useful  life  al¬ 
lowed  for  composite  depreciation  by  the 
Treasury  may  be  longer  than  the  individual 
lives  of  most  of  the  assets  which  make  up  the 
composite  group. 

Form  of  Ownership 

In  almost  any  new  real  estate  venture,  one 
of  the  first  questions  you’ll  be  faced  with  is  the 
form  of  business  organization  you  should  use. 
Underlying  that  decision,  in  most  cases,  will 
be  tax  considerations.  But  there  will  be  non¬ 
tax  factors,  too— local  law,  limited  liability, 
and  the  practical  business  needs  of  the  owners. 

The  most  frequent  problem  in  this  field  in¬ 
volves  a  choice  between  a  corporation  or  some 
form  of  “single  tax”  ownership  ( such  as  indi¬ 
vidual,  tenancy  in  common  or  joint  tenancy, 
partnership  or  trust).  When  you  use  a  corpo¬ 
ration,  there  is  a  double  tax  on  the  income— 
once  on  the  corporate  level  and  again  when  it 
is  distributed. 

To  the  extent  the  income  can  be  paid  out  in 
salaries,  double  tax  is  avoided  because  the  cor¬ 
poration  is  able  to  deduct  the  salary  for  tax 
purposes.  Otherwise  the  income  has  to  be  paid 
out  in  dividends  ( taxable  at  ordinary  income 
rates)  to  the  individual  owners.  Or,  to  the  ex¬ 
tent  permitted  by  law,  the  income  can  be  ac¬ 
cumulated  in  the  corporation,  coming  through 
to  the  individuals  as  capital  gain  when  the 
corporation  is  liquidated  or  the  stockholders 
sell  their  stock  at  prices  reflecting  the  accumu¬ 
lated  earnings. 

What  is  involved  here  is  a  comparison  be¬ 
tween  the  individual  tax  rates  of  the  partici¬ 
pants  against  the  corporate  tax  rate  ( to  see  if 
it  pays  to  keep  the  income  accumulating  in  the 
corporation).  But  in  figuring  the  corporate 
tax  you  must  also  add  the  tax  that  will  be  paid 
on  terminating  the  corporation  or  selling  the 
stock  (approximately  25  per  cent  of  the  ac¬ 
cumulated  income— the  maximum  capital  gain 
tax  rate ) . 
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Choice  of  Form 

Actually,  the  choice  of  form,  from  a  tax 
standpoint  depends  on  many  factors,  which 
include:  the  number  of  participants,  who  they 
are,  their  individual  tax  brackets,  and  the  na¬ 
ture  of  the  real  estate  business.  With  this  in 
mind,  you  can  consider  the  advantages  and 
disadvantages  of  the  following  forms  of  owner¬ 
ship. 

Although  most  large-scale  syndicates  which 
are  formed  to  own  income-producing  property 
avoid  using  corporations,  there  are  situations, 
particularly  in  the  area  of  closely-held  busi¬ 
nesses,  where  the  corporate  form  is  desirable. 

Corporations,  of  course,  provide  a  method 
of  limiting  liability  and  are  favored  for  that 
reason  alone.  But  there  are  tax  reasons,  too, 
which  make  incorporation  favorable. 

The  tax  rate  for  corporations  is  30  per  cent 
on  the  first  $25,000  of  income  and  52  per  cent 
on  the  excess.  Especially  where  the  tax  is  kept 
down  at  the  30  per  cent  level,  it  is  likely  to  be 
less  than  the  tax  paid  by  the  individual  stock¬ 
holders  of  a  closely-held  corporation.  Hence, 
they’d  prefer  to  have  the  income  taxed  on  the 
corporate  level,  with  after-tax  income  accu¬ 
mulating  in  the  corporation  and  put  to  other 
investment  uses. 

The  total  tax  in  a  small-scale  corporation 
earning  $25,000  a  year  or  less  will  come  to  47.5 
per  cent  when  you  take  into  account  the  tax 
on  liquidation.  (There’s  a  30  per  cent  tax  on 
the  income  plus  a  25  per  cent  tax  on  the  re¬ 
maining  70  per  cent  on  liquidation,  or  an  ad¬ 
ditional  17.5  per  cent.)  This  may  equal  or 
exceed  the  total  tax  that  would  have  to  be  paid 
if  the  business  were  not  incorporated.  But 
since  the  tax  on  liquidation  may  not  arise  for 
several  years,  the  30  per  cent  corporate  rate 
means  more  money  each  year  to  work  with  in 
the  business.  This,  however,  is  subject  to  limi¬ 
tations. 

Limit  of  Accumulation 

You  can  accumulate  $100,000  of  the  earn¬ 
ings  of  a  corporation  without  distributing 
them  as  dividends.  You  must  be  able  to  show 
that  any  accumulation  beyond  that  is  for  the 
reasonable  needs  of  the  business.  If  you  can’t. 


then  you  have  to  distribute  dividends  or  pav 
an  accumulated  earnings  tax  which  starts  at 
27M  per  cent  on  the  first  $100,000  which  is  sub¬ 
ject  to  the  accumulated  earnings  tax,  and  is 
.38)2  per  cent  of  any  excess. 

But  in  the  case  of  a  holding  or  investment 
company,  you  can’t  show  reasonable  need, 
and  are  limited  to  only  $100,000  before  being 
subject  to  the  accumulated  tax.  These  include 
corporations  whose  principal  activity  is  own¬ 
ing  real  estate  for  income  or  for  sale.  But  even 
when  you  get  past  the  $1(X),000  accumulation 
mark,  there  still  may  be  situations  where  ac¬ 
cumulation  in  the  corporation  saves  money— 
i.e.,  where  the  corporate  tax,  plus  the  accumu¬ 
lated  earnings  and  liquidation  taxes,  may  still 
cumulatively  be  less  than  the  shareholder’s 
bracket. 

Here’s  how  to  make  a  practical  tax  evalua¬ 
tion  between  a  corporation  to  own  income- 
producing  real  estate  or  a  sole  proprietorship. 
First  determine  your  objectives— whether  they 
are  present  use  of  the  income  from  the  cash 
you  are  going  to  invest,  or  accumulation.  Next 
compare  the  personal  income  tax  rate  against 
the  corporate  rate.  See  table  1. 

Assume  that  it  applies  to  a  married  taxpayer 
who  earns  $30,0(K)  in  his  own  name  before  any 
income  from  the  real  estate  business. 

Consider  next  how  the  corporation  can  be 
set  up  to  avoid  the  collapsible  provisions.  Re¬ 
member  that  )  ou  will  get  only  75  per  cent  of 
what  the  corporation  retains  after  the  capital 
gains  tax  on  liquidation.  Then  consider  how 
much  you  want  to  accumulate  and  for  how 
long,  and  beyond  $100,(XX)  compute  the  ac¬ 
cumulated  earnings  tax. 

Assume  a  married  corporate  executive  earns 
$30,000  a  year.  He  wants  to  acquire  an  apart¬ 
ment  house  for  rental  purposes.  It  will  throw 
off  $30,000  of  taxable  rental  income  each  year 
after  depreciation.  If  he  operated  in  his  own 
name  he  would  retain  $13,020  a  year,  or 
$65,100  over  5  years.  If  he  sets  up  a  corpora¬ 
tion,  it  keeps  $19,900  a  year  or  $99,500  over 
5  years.  If  the  corporation  is  then  liquidated, 
the  collapsible  rules  will  not  apply  since  the 
property  has  been  held  for  more  than  three 
years.  Best  bet,  unless  the  stock  is  sold,  would 
be  a  Sec.  337  liquidation  with  a  sale  by  the 
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TABLE  1 

Comparison  of  Personal  Income  Tax  Rate  and  Corporate  Rate 


Taxable  Income 
Incident  to 
the  Real  Estate 
Business 

Married 
Taxpayer’s  Tax 
on  the  Real  Estate 
Business 

He 

Retains 

Corporate 

Tax 

Corporation 

Retains 

$  10,000 

$  5,060 

$  4,940 

$  3,000 

$  7,000 

20,000 

10,840 

9,160 

6,000 

14,000 

30,000 

16,980 

13,020 

10,100 

19,900 

40,000 

23,360 

16,640 

15,300 

24,700 

50,000 

30,020 

19,980 

20,500 

29,500 

100,000 

66,980 

33,020 

46,500 

.53,500 

150,000 

107,780 

42,220 

72,500 

77,.500 

200,000 

151,880 

48,120 

98,500 

101,500 

corporation  of  the  building,  and  a  distribution 
of  the  proceeds  to  the  stockholders. 

Assuming  the  gain  on  liquidation  is  equal  to 
the  accumulated  earnings,  there  will  be  one 
capital  gains  tax  of  $25,000.  So  the  taxpayer 
retains  $74,500  instead  of  $65,100.  In  addition, 
he  has  had  the  use  of  $5,000  of  earnings  each 
year  in  the  corporation  which  it  can  invest, 
and  which  the  government  gets  only  on  liqui¬ 
dation  of  the  corporation,  but  which  it  would 
have  taken  each  year  as  he  earned  it  if  he  had 
set  up  a  sole  proprietorship,  since  his  individ¬ 
ual  tax  bracket  exceeded  the  combined  cor¬ 
porate  and  liquidation  taxes. 

Leasing 

The  major  problems  to  be  considered  in  the 
leasing  of  property  include  the  treatment  of 
advance  rental  payments,  payments  to  obtain 
a  lease,  cancellation  payments,  and  the  cost  of 
improving  and  altering  the  property. 

I.  Advance  Rent 

Payments  received  as  rents  are  taxable  as 
ordinary  income,  and  this  includes  advance 
rentals  and  bonuses  paid  to  the  lessor.  For  de¬ 
preciable  property,  depreciation  deductions 
will  offset  some  of  this.  Security  deposits  are 
not  taxable  income  to  the  lessor  while  held  as 
security,  but  become  taxable  income  when  the 
obligation  to  hold  as  security  ends.  Bonuses 
paid  by  the  lessor  to  the  lessee  for  surrender 
of  the  lease  are  treated  as  a  cost  of  recovering 
possession  for  the  unpaid  term,  and  the  lessor 
amortizes  it  over  that  period.  Bonuses  paid  by 


the  lessor  for  the  purpose  of  renting  to  a  new 
tenant  are  treated  as  part  of  the  cost  of  the 
new  lease,  and  the  lessor  amortizes  it  accord¬ 
ingly. 

2.  Payments  to  Acquire  a  Lease 

Generally,  the  problem  in  handling  the 
costs  involved  in  acquiring  leaseholds  is  that 
of  the  tenant,  but  it  can  also  apply  to  the  land¬ 
lord.  This  is  especially  true  in  arrangements 
involving  current  leases,  or  where  the  landlord 
is  both  lessee  and  lessor  under  a  subleasing 
agreement. 

In  amortizing  costs  of  acquiring  leases 
where  there  are  renewal  opportunities,  these 
costs  can  be  spread  over  the  life  of  the  original 
lease  where  75  per  cent  or  more  of  the  cost  is 
attributable  to  the  unexpired  lease  period  ( ex¬ 
clusive  of  the  renewal  periods).  If  the  lease 
was  obtained  after  July  28,  1958^  and  if  less 
than  75  per  cent  of  the  cost  is  attributable  to 
the  initial  term  of  the  lease  remaining  on  the 
date  of  acquisition,  then  the  taxpayer  must 
take  into  account  the  renewal  period  as  well 
as  the  remaining  initial  period  when  amortiz¬ 
ing  the  lease.  This  rule  will  not  apply  if  the 
taxpayer  can  show  that  it  is  more  probable 
than  not  that  the  lease  will  not  be  renewed. 

Even  if  the  75  per  cent  test  would  be  met, 
the  renewal  period  will  still  be  taken  into  ac¬ 
count  if  the  lease  has  been  renewed  or  can 
reasonably  be  expected  to  be  renewed. 

example:  You  pay  $10,000  to  acquire  a  lease  for 

20  years  with  two  options  to  renew  for  5  years 
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each.  $8,000  of  the  cost  is  allocable  to  acquir¬ 
ing  the  original  20-year  term.  You  can  write  the 
$10,000  off  over  the  20-year  period,  unless  there 
is  a  reasonable  certainty  that  you  will  renew. 

example:  Same  as  above,  but  only  $7,000  is  paid 
for  the  original  20-year  term.  You  have  to  write 
the  $10,000  over  the  full  possible  30-year  term 
unless  you  can  show  that  it  is  more  probable 
that  you  will  not  renew  than  you  will. 

The  proposed  regulations  issued  by  the 
Treasurv  point  out  that  in  determining 
whether  the  75  per  cent  test  has  been  met, 
all  the  facts  and  circumstances  of  the  case 
must  be  taken  into  account. 

3.  Improvements 

Improvements  made  by  the  lessee  are  not 
deductible  since  they  are  considered  capital 
expenditures.  The  lessee  recovers  his  improve¬ 
ment  expenses  by  amortizing  them  over  their 
useful  lives,  or  over  the  lease  period,  which¬ 
ever  is  shorter.  If  the  improvements  were  be¬ 
gun  after  July  28,  1958,  renewal  periods  are 
taken  into  account  in  determining  the  period 
over  which  amortization  is  to  take  place,  if  the 
initial  term  of  the  lease  remaining  upon  the 
completion  of  the  improvements  is  less  than 
60  per  cent  of  the  useful  life  of  the  improve¬ 
ments.  But  even  if  the  taxpayer  does  not  meet 
the  60  per  cent  rule  he  can  still  amortize  over 
the  initial  term,  if  he  can  show  that,  as  of  the 
taxable  year  of  the  improvements,  it  is  more 
probable  that  the  lease  will  not  be  renewed 
than  that  it  will  be  renewed. 

example:  You  put  up  a  building  on  property  you 
lease.  The  building  has  a  35-year  life.  The  lease 
has  21  years  to  run,  with  a  renewal  option  of 
ten  years.  Since  the  21-year  original  term  is  60 
per  cent  of  the  35-year  life  of  the  building,  you 
can  write-off  your  building  cost  over  21  years, 
unless  there  is  a  reasonable  certainty  you’ll  re¬ 
new  the  lease. 

example:  You  put  up  an  improvement  with  a  30- 
year  life  on  a  leasehold  having  a  remaining  term 
of  15  years  with  a  20-year  renewal  period.  The 
15-year  remaining  term  is  only  50  per  cent  of 
the  life  of  the  improvement.  So  you  have  to  use 
the  combined  terms  of  the  lease  ( 35  years )  in 
your  computation.  Since  the  building’s  life  of 
30  years  is  less  than  the  combined  term,  you 
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depreciate  over  the  30-year  period.  However, 
you  can  still  use  the  15-year  period,  if  you  can 
prove  it  is  more  probable  that  you  will  not 
renew  the  lease  than  you  will. 

Expenditures  by  a  landlord  for  new  build¬ 
ings  and  permanent  improvements  are  not  de¬ 
ductible  by  the  landlord.  Rather,  they  are  de¬ 
preciable  over  their  useful  lives.  So,  instead  of 
the  landlord  making  the  improvement  it  may 
be  advisable  to  have  the  lessee  make  the  im¬ 
provement  in  return  for  a  smaller  rent.  This 
decreases  the  income  flow  to  the  landlord  and 
has  the  same  effect  as  an  ordinary  deduction 
of  the  improvement. 

Improvements  by  the  lessee  are  not  in¬ 
cluded  in  the  landlord’s  taxable  income  if  they 
are  not  rent.  In  this  way,  the  landlord  realizes 
no  income  when  the  improvement  is  made, 
and  also  does  not  pay  a  tax  on  income  at  the 
termination  of  the  lease.  But,  the  lease  must 
be  carefully  drawn  so  that  the  lessee’s  im¬ 
provement  will  not  be  considered  rent. 

4.  Assignment  of  the  Lease 

If  the  tenant  assigns  the  lease  and  steps  out 
of  the  picture  entirely,  what  he  receives  for 
selling  the  lease  is  taxable  as  capital  gain.  But 
if  he  merely  sublets,  even  for  the  balance  of 
the  term  of  the  lease,  what  he  receives  is  rent 
and  fully  taxable  as  ordinary  income. 

5.  Cancellation  of  the  Lease 

Usually,  the  party  who  wishes  to  cancel  the 
lease  pays  the  other  party  for  his  consent.  Dif¬ 
ferent  rules  apply  when  the  landlord  receives 
such  a  payment  than  when  the  tenant  does.  If 
the  landlord  receives  payment  for  the  cancel¬ 
lation  of  a  lease,  this  payment  is  rent  to  the 
landlord  and  is  taxable  to  him  in  the  year  re¬ 
ceived.  The  tenant  who  has  paid  a  sum  to  his 
landlord  to  cancel  the  lease  has  a  deductible 
expense  in  the  year  in  which  the  payment  was 
made. 

If  the  landlord  pays  the  tenant  to  cancel  the 
lease,  then  the  tenant  will  have  a  capital  gain 
on  the  amount  received.  This  is  considered  the 
same  to  a  tenant  as  the  sale  of  an  entire  lease¬ 
hold  interest  by  the  tenant. 

The  landlord  cannot  deduct  payments 
made  by  him  to  cancel  the  lease  as  an  expense 
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in  the  year  of  cancellation.  But,  the  landlord 
can  add  these  payments  to  his  basis  for  the 
property  and  can  amortize  them  through 
yearly  deductions  against  ordinary  income. 
The  same  result  will  occur  if  the  landlord 
waives  his  right  to  rent  payments  under  a 
lease  in  order  to  induce  the  tenant  to  cancel. 

The  landlord  is  still  taxable  on  the  rent  and 
cannot  deduct  it  as  a  present  expense.  But 
there  is  still  a  question  of  the  period  over 
which  the  landlord  can  take  his  amortization 
deductions.  This  period  will  depend  upon  his 
intention  when  he  made  the  cancellation  pay¬ 
ment  and  on  what  he  actually  ends  up  doing 
with  the  property. 

landlokd’s  own  use:  If  the  landlord  cancels 
the  lease  so  that  he  can  use  the  property  him¬ 
self,  then  he  amortizes  the  cancellation  pay¬ 
ments  over  the  unexpired  term  of  the  lease. 

NEW  BUILDING:  If  he  demolishes  the  old 
building  and  puts  up  a  new  one  and  rents  to  a 
new  tenant;  then  the  courts  disagree  over  the 
period  during  which  the  cancellation  pay¬ 
ments  must  be  deducted.  Ordinarily,  taxpayers 
have  been  required  to  amortize  the  cancella¬ 
tion  payment  over  the  life  of  the  new  building. 

But  in  Cosmopolitan  Corp.,  TC  Memo 
1959- 132,  the  Tax  Court  said  that  the  cancel¬ 
lation  payment  should  be  deducted  over  the 
life  of  the  50-year  lease  given  on  the  new 
building.  The  old  lease  was  cancelled  and  the 
land  was  leased  to  a  subsidiarv  of  Tishman 

j 

Realty  which  then  put  up  a  new  building. 

NEW  lease:  If  instead  of  constructing  a  new 
building  the  owner  makes  a  new  long  term 
lease,  his  cancellation  payments  are  probably 
deductible  over  the  term  of  the  new  lease, 
rather  than  the  shorter  unexpired  term  of  the 
old  lease. 

Repairs 

The  costs  of  repairs  to  property  used  in  a 
trade,  business,  or  profession,  and  of  repairs  to 
property  held  for  the  production  of  income  is 
deductible  as  an  ordinary  and  necessary  ex¬ 
pense.  Repairs  to  a  home,  a  personal  expense, 
are  not  deductible.  The  deductibility  of  work 
on  business  property  depends  on  its  classifica¬ 
tion.  It  can  be  classified  as  a  repair  or  as  a  capi¬ 
tal  improvement. 


The  cost  of  repairing  property  used  in  a 
trade  or  business  is  a  deductible  business  ex¬ 
pense  in  the  year  made,  unless  it  is  treated  by 
the  taxpayer  as  an  addition  to  his  basis  in  the 
property.  A  capital  improvement,  something 
which  increases  the  value  of  the  property,  pro¬ 
longs  its  life  or  makes  it  adaptable  to  a  diflFer- 
ent  use,  is  a  capital  expenditure  or  investment 
which  is  not  deductible  immediately,  but 
must  ordinarily,  be  added  to  the  basis  of  the 
property  and  depreciated. 

Repairs  usually: 

1.  Have  a  life  of  less  than  one  year,  or 

2.  Prevent  abandonment  before  the  end  of  the 
normal  life  of  the  property,  or 

3.  Restore  or  maintain  the  property,  as  existing, 
in  ordinary  efficient  operating  condition. 

Capital  improvements: 

1.  Add  to  the  life  of  the  property,  or 

2.  Improve  or  better  the  property,  making  it 
more  valuable,  or 

3.  Make  the  property  adaptable  for  a  different 
use,  or 

4.  Are  made  up  of  a  group  of  “repairs”  which 
are  part  of  a  large  scale  general  plan  of  re¬ 
conditioning— as  when  they  are  part  of  an 
improvement  of  property  bought  with  a 
view  to  improving  it. 

The  last  point  under  capital  improvements 
is  a  crucial  one.  Even  if  the  expenditure  would 
otherwise  be  a  repair,  it  still  may  not  be  de¬ 
ductible  when  the  repair  cost  is  part  of  an 
overall  rehabilitation  of  the  property.  In  a  re¬ 
cent  case  a  bank  underwent  a  complete  over¬ 
haul  of  its  bank  building.  Total  cost  ran  to 
some  $65,(XX)  and  the  bank  tried  to  deduct 
over  $11,(XX)  as  the  cost  of  electrical  repairing, 
patching  plaster,  window  repairs,  outside  wall 
repairs,  painting  and  decorating,  plumbing  re¬ 
pairs,  and  clean  up  costs.  But  the  court  would 
allow  no  deduction  at  all  because  all  the  so- 
called  repairs  were  made  as  part  of  the  re¬ 
modeling  project  for  the  entire  property  ( Bank 
of  Houston,  TC  Memo  1960-110) . 

If  a  general  remodeling  is  anticipated  in  a 
few  years,  the  wisest  course  is  to  presently 
make  necessary  repairs.  Standing  alone,  those 
repairs  will  be  deductible. 
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in  most  states!  For  further 
information  consult  your  local 
Home  Agent,  your  Home 
Insurance  Field  Office — or  write 
to  the  Sales  Office: 


INSURANCE  OPPORTUNITIES 

THROUGH 
MANAGEMENT 


hy  A.  Fred  Mohl,  Jr.,  cpm 


At  top,  the  author  discusses  insurance  with  Vincent  Torma, 
a  self-employed  carpenter  who  does  much  work  for  Downs, 
Mohl  &  Company  and  is  o  happy  client.  Many  tradesmen 
ore  quite  willing  to  express  their  appreciation  for  work  they 
receive  by  purchasing  their  insurance  from  o  management 
company.  At  bottom,  Horry  Chethom,  o  property  manager, 
talks  over  insurance  with  one  of  the  firm's  secretaries.  Em¬ 
ployees  ore  sometimes  overlooked  os  potential  insurance 
customers  even  though  o  manager  sees  them  every  day. 


A.  Frederick  Mohl,  Jr.,  Chicago,  is  a 
property  manoger  with  the  firm  of 
Downs,  Mohl  &  Company.  He  is  a  fre¬ 
quent  contributor  to  the  Journal,  e.g. 
"A  Scientific  Approach  To  Apartment 
Pricing,"  Winter  1960  issue. 


How  WOULD  YOU,  as  a  property  manager,  like 
the  idea  of  giving  yourself  a  $10()-a-month 
raise  in  pay?  Or,  if  you  prefer  to  think  in  more 
negative  terms,  how  would  it  feel  to  suddenly 
realize  that  you  had  been  leaving  a  $1(X)  bill 
in  your  pay  envelope  each  month  as  you  threw 
it  in  the  waste  basket? 

The  fact  is  that  your  management  of  a  given 
number  of  store  or  apartment  units  carries 
witli  it  a  proportionate  amount  of  insurance 
sales  potential.  Failure  to  convert  this  potential 
into  actual  dollar  profits  is  just  as  wasteful  as 
throwing  a  paycheck  in  the  trash  can  without 
even  botliering  to  cash  it. 

Selling  organizations  expend  huge  sums  of 
money  every  year  for  just  the  type  of  “leads” 
we  get  for  nothing  through  our  day-to-day 
contacts  with  tenants,  tradesmen,  and  em¬ 
ployees.  To  realize  these  latent  sales  possibil¬ 
ities  we  need  only  become  aware  of  their  exist¬ 
ence  and  employ  thorough  procedures  to  make 
them  “happen.” 

Prospective  insurance  customers  for  a  prop¬ 
erty  management  firm  fall  into  six  basic  classi¬ 
fications:  management  clients,  tenants,  em¬ 
ployees,  tradesmen  and  suppliers,  personal 
friends,  and  the  general  public.  The  property 
manager  has  great  advantages  over  other  in¬ 
surance  agencies,  particularly  in  selling  to  the 
first  four  classes  of  customers.  These  advan¬ 
tages  are  of  such  value  that  it  seems  almost 
negligent  for  the  average-size  real  estate  of- 
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fice  to  be  without  an  active,  aggressive  insur¬ 
ance  department. 

Before  undertaking  to  sell  anything,  the 
conscientious  seller  should  be  satisfied  in  his 
own  mind  that  he  has  a  good  product  at  a  fair 
price,  and  that  he  is  fully  competent  to  sell  it. 
Nowhere  is  this  last  consideration  more  im¬ 
portant  than  in  the  field  of  insurance.  Failure 
to  advise  an  insurance  client  properly  may  re¬ 
sult  in  the  total  loss  of  his  worldly  possessions. 
For  this  reason  it  is  imperative  that  your  staff 
include  at  least  one  person  with  sufficient  ex¬ 
perience  and  knowledge  to  be  entrusted  with 
this  all-important  advisory  responsibility. 

Management  Clients 

A  logical  quarter  from  which  to  expect  some 
insurance  business  is  the  same  quarter  from 
which  we  derive  our  primary  income,  namely 
our  management  clients.  Every  building  must 
be  covered  with  fire,  workmen’s  compensation, 
public  liability,  and  other  forms  of  insurance. 
One  of  our  responsibilities  as  managers  is  to 
be  certain  that  our  clients  are  protected  by 
adequate  insurance  and  that  the  coverage  is 
not  allowed  to  lapse  for  any  reason.  Only  an 
“insider”  in  the  insurance  business  can  know 
which  are  responsible  companies  in  each  field, 
what  the  proper  limits  of  coverage  should  be 
for  each  property,  and  how  the  insurance  dol¬ 
lar  can  be  stretched  to  furnish  the  most  pro¬ 
tection.  It  is  reasonable  to  expect  that  a  prop- 
ertv  owner  who  entrusts  his  property  to  the 
care  of  a  management  firm  will  be  willing  to 
favor  that  firm  with  the  insurance  business  on 
that  property  as  well. 

The  relationship  between  a  manager  and 
his  client  must  always  be  carefully  cultivated. 
This  relationship,  being  a  human  one,  some¬ 
times  develops  into  one  of  genuine  friendship 
and  mutual  personal  interest.  An  unsolicited 
friendly  act  on  the  part  of  a  manager  may 
prompt  a  desire  on  the  part  of  his  client  to  re¬ 
turn  the  favor  in  the  form  of  personal  insur¬ 
ance  business. 

Apartment  Tenants 

Each  time  an  applicant  for  apartment  rental 
enters  our  office  we  are  given  an  ideal  oppor¬ 
tunity  to  talk  to  him,  face  to  face,  about  his 


needs  for  household  insurance.  If  he  is  renting 
an  apartment  for  the  first  time  it  is  almost  cer¬ 
tain  that  he  has  no  sort  of  firm,  theft,  or  lia¬ 
bility  coverage.  It  behooves  a  manager  to  ac¬ 
quaint  himself  with  the  basic  facts  regarding 
household  insurance  so  that  he  is  prepared  to 
discuss  them  when  he  interviews  an  applicant. 
It  is  a  simple  matter  to  prepare  a  schedule  of 
coverages  and  premiums  for  each  building  so 
that  you  can  quote  them  in  an  instant.  And 
remember  that  cardinal  rule  of  salesmanship: 
“Sign  ’em  up  before  they  get  away!” 

Timing  is  an  all-important  factor  in  selling 
household  insurance.  If  a  fire  or  theft  occurs 
in  one  of  your  buildings,  you  can  bet  that 
everybody  has  heard  about  it.  What  better 
time  to  send  each  tenant  a  brochure  about  low 
cost  insurance  protection?  A  convenient  post- 
age-paid  reply  card  enclosed  with  the  bro¬ 
chure  will  make  it  easier  for  the  customer  to 
buy.  The  percentage  of  sales  to  solicitations 
by  this  method  is  not  great,  but  after  awhile 
you’ll  find  that  for  every  100  letters  you  can 
count  on  a  certain  number  of  responses. 

Store  Tenants 

Store  and  office  tenants  are  often  big  in¬ 
surance  users.  They  represent  a  terrific  po¬ 
tential  for  such  coverages  as  plate  glass,  public 
liability,  workmen’s  compensation,  automo¬ 
bile,  contents  fire  &  theft,  etc.  Since  it  is  in¬ 
evitable  that  they  will  be  buying  insurance, 
the  alert  manager  should  solicit  their  business 
before  they  have  committed  themselves  to  an¬ 
other  agent.  Because  the  particular  needs  of 
each  store  are  so  much  determined  by  the  na¬ 
ture  of  the  business  being  conducted,  it  is  wise 
to  rely  heavily  upon  an  insurance  expert  in 
formulating  a  tailor-made  insurance  program. 

In  many  cases  a  store  lease  will  specify  that 
plate  glass  insurance  is  to  be  purchased  by  the 
lessee.  In  these  instances  the  manager  must  in¬ 
sist  upon  receiving  a  proper  certificate  of  in¬ 
surance.  Experience  will  show  that  a  great  deal 
of  time  is  spent  in  obtaining  these  certificates 
of  insurance,  having  them  amended  to  provide 
for  notice  of  cancellation,  getting  new  certifi¬ 
cates  for  the  renewal  policies,  and  other  mat¬ 
ters.  Store  owners  are  usually  willing  to  let 
their  landlord  write  the  plate  glass  insurance. 
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at  least,  because  of  the  trouble  necessary 
otherwise  in  obtaining  certificates. 

Employees 

It  is  easy  to  get  so  wrapped  up  in  our  com¬ 
plicated  sales  programs  that  we  fail  to  notice 
a  good  source  of  business  right  under  our 
noses.  A  management  company  dispenses  a 
great  many  paychecks  each  month,  and  it  is 
not  unlikely  that  their  recipients  would  be 
amenable  to  a  tactfully  worded  insurance 
solicitation.  Perhaps  we  too-confidently  as¬ 
sume  that  all  of  our  employees  know  we  have 
an  insurance  department  and  will  come  for¬ 
ward  to  seek  counsel  when  insurance  needs 
arise.  But  the  truth  is  that  the  average  desk 
clerk  or  janitor  is  only  vaguely,  if  at  all,  aware 
of  what  goes  on  in  the  central  office  of  his 
management  company. 

It  is  a  fact  that  most  people  don’t  even  know 
what  insurance  they  need  until  someone  calls 
upon  them  to  explain  the  awesome  risks  which 
an  uninsured  person  faces.  The  best  qualified 
insurance  expert  in  a  real  estate  office  should 
make  it  a  point  to  periodically  sit  down  for  a 
few  minutes  with  each  employee,  privately, 
and  determine  whether  that  employee  has  any 
insurance  needs  which  could  be  supplied  by 
the  company. 

Certainly  some  discretion  must  be  used  in 
asking  an  employee  to  purchase  something 
from  his  employer.  Resentment  from  the  em¬ 
ployee  or  a  feeling  of  extra  obligation  on  the 
employer’s  part  may  result  if  discussions  are 
carried  on  in  an  atmosphere  of  high  pressure. 
On  the  other  hand,  there  is  nothing  wrong  in 
expecting  that  an  employee  should,  other 
things  being  equal,  patronize  his  employer  a 
bit  when  he  can.  The  point  is  that  each  em¬ 
ployee  should  be  made  aware  of  the  company’s 
insurance  activities  and  at  least  given  the  op¬ 
portunity  of  participating. 

Tradesmen  and  Suppliers 

Each  year  we  sign  checks  for  thousands  of 
dollars  worth  of  goods  and  services  used  in 
our  buildings.  Each  of  these  checks  repre¬ 
sents  a  fine  reason  for  someone  to  think  of  us 
when  one  of  his  insurance  policies  comes  up 
for  renewal.  From  this  source,  perhaps  more 


than  from  any  other,  we  should  actively  solicit 
and  expect  to  receive  insurance  business. 

Before  getting  immersed  in  a  sales-to- 
tradesmen  campaign,  we  must  reach  a  major 
decision  about  our  own  character:  Do  we  have 
the  courage  to  dispense  with  an  inefficient 
tradesman’s  services  when  it  will  mean  the 
loss  of  his  profitable  insurance  account?  This  is 
the  point  which  we  must  resolve  in  our  own 
minds  before  embarking  on  a  journey  into  the 
perilous  field  of  reciprocity.  The  way  is  lined 
with  great  temptations  and  pitfalls,  but  an 
honorable  and  rewarding  course  is  open  to  the 
manager  who  can  trust  in  his  own  will  power. 

When  we  accept  the  responsibility  of  man¬ 
aging  another  man’s  investment  property,  we 
owe  him  the  duty  to  purchase  the  goods  and 
services  necessary  for  the  maintenance  of  that 
property  from  the  most  economical  sources 
available.  Sentiment  must  be  thrust  aside;  we 
shouldn’t  be  buying  hardware  from  our 
friend’s  store  if  we  know  of  another  source 
from  which  we  can  get  it  at  a  lower  price.  It 
is  often  true,  however,  that  goods  and  services 
are  available  from  more  than  one  source  at  the 
same  price,  and  that  no  single  source  is  truly 
“most  economical.”  It  is  in  these  areas  that 
other  considerations  besides  price  and  quality 
come  into  play— and  where  great  opportunities 
for  insurance  sales  arise. 

Other  Things  Being  Equal 

With  regard  to  this  class  of  purchases  the 
manager  may  favor  a  supplier  for  primarily 
sentimental  reasons.  He  should,  however,  he 
cognizant  of  the  fact  that  he  could  honorably 
use  such  purchases  to  his  own  advantage  hy 
seeking  out  suppliers  willing  to  reciprocate 
with  insurance  business.  Constant  vigilance 
and  reexamination  are  essential,  however,  to 
assure  that  the  “other  things”  really  are  equal, 
and  that  purchases  are  really  being  made  with 
the  client’s  interests  as  the  first  consideration. 

Solicitation  of  reciprocal  business  is  a  rather 
delicate  art.  Where  a  manager  wields  con¬ 
siderable  leverage  by  virtue  of  extensive  pur¬ 
chases  from  a  supplier,  he  may  be  inclined  to 
assume  a  belligerent,  demanding  attitude 
when  asking  for  that  supplier’s  insurance  busi¬ 
ness.  In  most  cases  such  an  attitude  is  quite 
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unnecessary;  the  supplier  knows  which  side 
his  bread  is  buttered  on  and  will  respond  if  he 
is  in  a  position  to  do  so.  Further,  the  too- 
forceful  solicitor  is  likely  to  damage  his  repu¬ 
tation  and  that  of  his  firm,  which  are  far  more 
valuable  than  any  monetary  gains  to  be 
achieved  from  selling  an  insurance  policy. 

The  scrupulous  manager  will  always  test  a 
tradesman’s  effectiveness  thoroughly  before 
making  any  insurance  solicitation.  It  is  awk¬ 
ward  to  sell  a  contractor  a  big  insurance  policy 
and  then  soon  have  to  “dump”  him  because  of 
unsatisfactory  work.  However,  the  contractor 
always  has  the  privilege  of  going  elsewhere  at 
renewal  time.  It  is  unwise  to  make  any  specific 
promises  to  a  contractor  in  an  atmosphere  of 
“trading”  business.  Either  party  should  feel 
free  to  terminate  a  relationship  when  he  deems 
it  necessary. 

Increasing  Potential  Customers 

To  maximize  his  insurance  sales  potential, 
a  manager  will  do  well  to  avoid  putting  all  his 
eggs  in  one  basket.  If  there  are  several  good 
plumbers  available  and  all  are  about  equal  in 
price  and  workmanship,  why  not  divide  the 
service  calls  among  them?  That  way  the  num¬ 
ber  of  “eligible”  insurance  prospects  is  in¬ 
creased.  Here  is  another  good  reason  to  avoid 
promising  business  to  a  contractor;  he  may  be 
disappointed  to  find  that  he  isn’t  getting  as 
much  business  as  he  had  hoped,  but  he  was 
probably  buying  his  insurance  before  from 
someone  who  gave  him  no  business  at  all! 

Some  emphasis  has  been  placed  here  upon 
soliciting  insurance  in  trades  where  no  single 
contractor  is  clearly  superior  to  his  competi¬ 
tors;  this  is  certainly  not  meant  to  imply  that 
the  superior  contractor’s  reciprocation  is  not 
to  be  just  as  aggressively  urged.  Joe  Doakes 
may  be  a  master  carpenter  with  ridiculously 
low  prices;  we  wouldn’t  part  with  him  even  if 
our  insurance  pitch  met  with  an  icy  response. 
But  Joe  Doakes  may  not  be  aware  of  the  high 
esteem  in  which  he  is  held,  or  he  may  be  grate¬ 
ful  for  the  work  we  have  given  him,  or  he  may 
have  just  had  a  falling  out  with  his  present 
broker.  There  are  many  reasons  why  Joe  might 
like  to  buy  insurance  from  us,  but  the  big  rea¬ 
son  he  hasn’t  is  that  we  never  asked  him  to! 


Selling  to  the  General  Public 

The  real  estate  manager  who  feels  he  has  a 
genuine  liking  and  aptitude  for  insurance  sales 
may  decide  to  devote  some  time  in  selling  to 
the  general  public,  i.e.,  people  with  whom  he 
would  otherwise  have  no  business  dealings.  If 
he’s  really  good  at  it  he  should  probably  quit 
his  job  and  go  at  it  full-time— he’ll  probably 
make  more  money  that  way  than  he  would 
managing  buildings.  But  the  rest  of  us  who 
are  not  blessed  with  such  remunerative  talents 
would  be  well  advised  to  cultivate  our  most 
fertile  acres  before  venturing  too  far  afield. 
We’ll  reap  more  profits  if  we  first  exploit  those 
areas  where  we  hav'e  something  going  for  us 
besides  our  magnetic  personalities. 

The  question  of  whether  to  solicit  insurance 
from  personal  friends  is  one  which  each  man 
must  answer  according  to  his  own  set  of  values. 
He  who  has  been  badgered  and  harassed  by 
overzealous  “friends”  in  the  insurance  business 
may  prefer  to  spare  his  acquaintances  such 
agony.  On  the  other  hand,  it  would  not  seem 
particularly  indelicate  to  inform  close  friends 
once  that  you  are  licensed  to  sell  insurance, 
would  be  very  happy  to  renew  any  uncom¬ 
mitted  policies  for  them,  and  this  was  to  be 
your  first  and  last  reference  to  the  subject. 
Someone  about  to  buy  a  home  or  a  car,  or 
about  to  take  on  an  extra  dependent,  might 
merit  a  little  more  thorough  elucidation  as  to 
the  benefits  available  to  him  by  virtue  of  his 
friendship  with  a  qualified  insurance  salesman. 

Organizing  Sales  Activity 

The  one-man  real  estate  office  has  no  prob¬ 
lem  when  it  comes  to  deciding  who  does  what. 
The  larger  organization,  however,  must  assign 
the  various  responsibilities  necessary  to  con¬ 
duct  an  aggressive  sales  campaign,  while  at 
the  same  time  establishing  an  equirable  plan 
for  dividing  the  profits. 

The  personnel  and  operating  techniques  of 
management  firms  are  so  disparate  as  to  make 
an  all-encompassing  recommendation  impos¬ 
sible  here,  but  a  few  basic  principles  of  organi¬ 
zation  are  worth  discussing.  First  of  all,  some¬ 
one  must  be  empowered  to  assign  prospects  to 
those  who  will  be  doing  the  selling.  In  a  firm 
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employing  several  managers,  it  is  logical  that 
each  manager  be  given  the  job  of  making  the 
original  solicitation  of  his  own  tenants,  build¬ 
ing  employees,  and  the  suppliers  of  goods  and 
services  for  his  buildings.  Insurance  solicita¬ 
tion  from  clients  is  usually  made  when  a  build¬ 
ing  is  first  put  under  management  contract,  so 
the  individual  who  brings  in  the  management 
business  will  usually  broach  the  subject.  Em¬ 
ployees  in  each  oflSce  should  be  contacted 
about  insurance  by  the  office  manager  or  per¬ 
sonnel  director. 

Jurisdictional  squabbles  are  likely  only  in 
the  instances  where  more  than  one  manager 
uses  the  same  tradesmen  and  suppliers.  A 
competitive  “first  come,  first  serve”  system 
might  be  appropriate  in  such  cases,  but  man¬ 
agers  should  register  their  prospects  with  the 
central  referee,  and  prospects  should  become 
fair  game  for  everybody  after  the  original  so¬ 
licitor  has  been  given  sufficient  time  and 
shown  no  results.  Another  method  is  to  divide 
a  commission  between  the  various  managers 
who  use  the  insured  contractor,  but  this  will 
result  in  some  complicated  bookkeeping  and 
not  much  profit  for  anybody.  A  better  tech¬ 
nique  is  to  let  each  manager  cultivate  his  own 
tradesmen  and  suppliers  so  as  to  avoid  over¬ 
lapping.  Reciprocity-wise,  it  is  uneconomical 
to  give  too  much  business  to  one  firm. 

Distribution  of  Commissions 

From  a  college  economics  book  a  mildly  sur¬ 
prising  statement  comes  to  mind;  about  half 
of  the  cost  of  almost  any  product  is  actually 
the  cost  of  distribution,  as  contrasted  with  the 
cost  of  production.  An  intangible  product  like 
insurance  certainly  presents  formidable  prob¬ 
lems  in  distribution. 

It  is  unwise  to  underestimate  the  monetary 
value  of  efforts  put  forth  in  solving  these  prob¬ 
lems,  or  selling.  All  of  this  buildup  is  prefatory 
to  a  plea  for  adequate  financial  motivation  for 
the  manager  to  make  him  get  out  and  sell.  If 
the  manager  doesn’t  sell  any  insurance,  the 
fellow  who  handles  the  paperwork  won’t  have 
any  to  handle,  and  the  company  won’t  have 
any  profits  to  turn  over  to  Uncle  Sam  in  taxes. 

In  addition  to  giving  the  manager  (seller) 
a  fair  share  of  the  original  commission,  the 
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company  may  find  it  advantageous  in  the  long 
run  not  to  class  renewals  as  “house”  business. 
When  a  manager  ceases  to  garner  any  profit 
out  of  his  association  with  a  contractor,  he  may 
begin  to  find  imaginary  reasons  for  placing  his 
orders  elsewhere.  The  contractor  is  then  likely 
to  start  placing  his  insurance  orders  with  an¬ 
other  broker,  and  soon  neither  the  manager 
nor  the  company  are  earning  any  commissions. 

Similarly,  if  a  manager  leaves  and  his  in¬ 
surance  commissions  revert  to  the  firm,  the 
new  manager  has  no  incentive  to  cultivate  the 
old  accounts.  Perhaps  a  reduced  share  of  the 
commissions  should  be  awarded  the  new  man¬ 
ager,  since  he  doesn’t  need  to  do  any  selling 
job  with  his  inherited  insurance  clients. 

Starting  the  Wheels  in  Motion 

Somebody  at  the  top  has  to  be  insurance- 
minded  if  an  aggressive  sales  program  is  to  be 
inaugurated.  The  person  in  charge  of  coordi¬ 
nating  the  insurance  sales  can  help  things 
along  by  keeping  an  effective  set  of  records. 
One  good  system  is  to  maintain  two  file  cards 
( See  sample  in  illustration )  for  each  insurance 
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prospect  and  each  policy  of  his  about  which 
we  liave  any  information. 

Tlie  coordinator  keeps  one  complete  set  of 
cards  and  the  insurance  solicitors  maintain 
cards  for  their  prospects  and  accounts.  Each 
solicitor  makes  a  notation  on  the  back  of  the 
prospect  card  every  time  he  contacts  that  pros¬ 
pect.  The  coordinator  compares  notes  with  the 
solicitors  at  regular  intervals,  offering  advice 
and  encouragement  at  the  same  time.  Prospect 
cards  should  be  maintained  for  each  client, 
employee,  tradesman,  supplier,  and  other  ac¬ 
counts.  Cards  should  also  be  kept  for  each 
store  and  office  tenant,  but  it  is  probably  not 
worthwhile  keeping  detailed  insurance  rec¬ 
ords  on  apartment  tenants. 

Certificates  of  Insurance 

One  rather  thankless  chore  in  every  manage¬ 
ment  firm  is  (or  certainly  should  be)  that  of 
securing  a  certificate  of  insurance  from  every 
contractor  hired  to  work  in  its  buildings.  This 
certificate  should  indicate  the  limits  and  ex¬ 
piration  date  of  the  contractor’s  Workmen’s 
Compensation,  Public  Liability,  and  Property 
Damage  insurance.  In  addition,  it  should  con¬ 
tain  a  clause  providing  advance  notice  to  the 
management  firm  in  case  of  cancellation  or 
change  in  the  policy. 

We  tend  to  regard  this  as  one  of  the  more 
wearisome  tasks  in  the  business;  certainly  a 
lot  of  time  and  effort  are  required  to  get  these 
certificates  in  the  proper  form  and  keep  them 
up  to  date.  But  we  are  negligent  if  we  fail  to 
recognize  an  important  extra  use  to  which  we 
can  put  these  certificates.  They  tell  us  what 
insurance  our  potential  customers  have,  and 
they  tell  us  the  most  opportune  time  to  solicit 
the  renewals.  So  often  a  tradesman  will  say, 
“Sure,  I’d  like  to  buy  some  insurance  from  you 
but  none  of  my  policies  are  expiring  just  now. 
I’ll  let  you  know  when  the  next  one  comes  up.” 

Of  course,  when  the  next  one  does  come  up 
his  broker  renews  it  for  him  automatically  and 
he  forgets  all  about  us.  It’s  up  to  us  to  give  him 
a  call  and  remind  him  of  his  promise  when  the 
time  comes.  Thanks  to  our  certificates  of  in¬ 
surance,  we  know  when  that  time  is.  By  keep¬ 
ing  such  close  tab  on  prospects,  we  have  been 
able  to  convert  many  into  good  customers. 


Patience  Pays  OfF 

The  potential  rewards  in  insurance  sales  are 
considerable,  but  it  takes  time  to  harvest  them. 
A  year  or  two  of  concentrated  effort  must  be 
expended  in  order  to  thoroughly  “cultivate  the 
most  fertile  fields”  mentioned  earlier,  and  the 
job  is  never  completely  finished. 

The  process  begins  by  recognizing  potential 
customers  and  formulating  a  plan  of  action. 
All  classes  of  customers  should  be  conditioned 
by  means  of  personal  visits  if  possible.  Trades¬ 
men’s  breasts  swell  with  pride  and  gratitude 
when  someone  asks  to  be  conducted  on  a  tour 
through  their  places  of  business.  Besides  the 
salutary  effect  which  such  a  visit  has  on  the 
tradesman,  it  allows  the  manager  to  evaluate 
his  efficiency.  This  is  also  a  wonderful  oppor¬ 
tunity  for  the  manager  to  discover  the  size  and 
scope  of  the  prospect’s  operations— and  the 
probable  extent  of  his  insurance  needs. 

Store  and  office  tenants  respond  the  same 
way  to  a  personal  visit.  We  tend  to  avoid  show¬ 
ing  our  faces  too  much  on  the  premises  for 
fear  of  inviting  a  flood  of  tenant  requests,  but 
store  tenants  are  at  a  premium  these  days  and 
it  doesn’t  pay  to  lose  them  through  neglect.  If 
we  can  patronize  them  in  good  conscience  by 
purchasing  from  them,  we  should.  The  fre¬ 
quency  of  our  personal  contacts  with  these 
tenants  gives  us  a  big  advantage  over  com¬ 
petitors  at  policy  renewal  time,  as  well  as  at 
lease  renewal  time. 

Janitors  and  other  employees,  being  human, 
respond  warmly  to  a  deserved  pat-on-the- 
back.  They  covet  a  word  of  praise;  they  ex¬ 
pect  a  reprimand  when  it  is  in  order;  but  most 
of  all  they  want  to  be  noticed.  We  all  know 
how  seldom  a  tenant  expresses  his  apprecia¬ 
tion,  so  it  is  up  to  the  manager  to  visit  his  em¬ 
ployees  and  pay  heed  to  their  activities.  While 
such  visits  are  part  of  every  manager’s  duties, 
they  help  cement  the  friendly  relationships 
which  can  lead  to  insurance  sales. 

Qualifying  Prospects 

The  hardest  yet  most  essential  part  of  an 
insurance  sales  drive  is  that  of  determining 
“who’s  with  us  and  who’s  agin’  us”.  This  can 
only  be  done  by  asking  the  prospect  to  commit 
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himself  to  us  in  some  degree  on  the  subject  of 
insurance.  Every  “no”  we  receive  just  helps  us 
clarify  our  position  with  a  prospect.  If  his  serv¬ 
ices  are  still  essential  to  us  (i.e.,  a  client,  tenant, 
employee,  or  irreplaceable  tradesman )  we  will 
continue  in  our  relationship  with  him,  but  we 
need  not  spend  any  further  time  conditioning 
him  to  be  a  customer.  If,  however,  a  tradesman 
or  supplier  is  performing  a  service  which  we 
could  get  somewhere  else  just  as  economically, 
a  “no”  answer  may  be  the  signal  to  switch.  The 
new  supplier  may  subsequently  prove  agree¬ 
able  or  otherwise,  but  we  know  the  old  one 
was  not,  so  we  can’t  lose  by  changing. 

When  we  get  a  “Yes,”  “Maybe,”  or  “Later” 
response  from  a  prospect,  our  job  is  only  half 
done.  We  must  still  be  careful  to  make  a  nota¬ 
tion  on  our  prospect  card  showing  the  date 
and  nature  of  the  commitment,  and  doggedly 
follow  up  by  contacting  the  prospect  at  regu¬ 
lar  intervals.  For  the  particularly  agreeable 
prospect  who  throws  open  his  arms  and  says 
“all  I  have  is  yours”  ( yes,  this  sometimes  hap¬ 
pens ),  be  quick  to  borrow  his  existing  policies. 
The  insurance  department  can  analyze  them, 
recommend  changes,  record  expiration  dates, 
shop  around  for  economical  sources,  set  up  the 
policies  for  renewal,  and  often  effect  a  saving 
for  the  customer. 

It  is  not  infrequent  that  a  customer’s  former 
broker  has  miscomputed  the  premium  on  a 
policy,  with  the  result  that  he  is  paying  a  lower 


premium  than  he  should.  In  such  cases  it  is 
advisable  to  explain  this  to  the  customer  and 
suggest  that  he  retain  his  present  source  for 
that  coverage  until  the  error  is  discovered  and 
corrected.  The  customer  will  be  grateful  and 
may  remember  the  good  deed  when  another 
policy  comes  along. 

Keeping  Things  in  Perspective 

The  casual  peruser  of  this  article  might  get 
the  impression  that  nothing  matters  in  the 
property  management  business  except  selling 
insurance.  Such  is  certainly  not  the  case,  of 
course.  This  article  is  about  selling  insurance, 
and  the  stress  has  therefore  been  placed  upon 
that  phase  of  our  business.  The  primary  mis¬ 
sion  of  a  manager  should  always  be  to  safe¬ 
guard  the  interests  of  his  client. 

A  few  parting  words  of  caution  are  in  order 
for  the  neophyte  salesman.  As  a  manager,  you 
are  endowed  with  a  nice  little  list  of  good  in¬ 
surance  prospects,  but  as  a  manager  you 
haven’t  had  much  chance  to  learn  about  insur¬ 
ance.  Content  yourself  with  making  the  initial 
customer  contacts;  let  an  insurance  man  hand 
out  the  advice. 

By  limiting  yourself  to  the  “soft  sell”  tech¬ 
nique,  you  may  let  an  occasional  customer  get 
away  but  you’ll  have  more  friends  and  more 
hours  of  untroubled  slumber.  With  tradesmen 
and  suppliers,  particularly,  it  pays  to  follow 
the  army  motto:  “Don’t  complain;  transfer.” 
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Personrui  Tests: 


A  Management  Tool 

by  Robert  H.  Edmonds 


Administering  personnel  tests  can  probably  best  be  done  by 
specialists.  At  left  is  Michale  Healy,  graduate  student  in 
psychology,  who  is  explaining  a  test  to  John  Bianchini,  a 
San  Jose  State  College  psychometrist,  posing  as  the  person 
taking  the  test. 


A  KEY  ELEMENT  of  Scientific  management 
should  be  to  develop  and  use  systematic  ap¬ 
proaches  to  problems  in  order  to  solve  these 
problems  as  effectively  and  eflBciently  as  pos¬ 
sible.  It  is  equally  axiomatic  that  tools  or  meth¬ 
ods  used  in  each  scientific  field  undergo 
changes  and  develop  as  time  goes  on. 

In  solving  the  problem  of  hiring  personnel 
in  the  management  field,  the  use  of  personnel 
tests  has  not  been  given  any  attention  in  previ¬ 
ous  issues  of  the  Journal  of  Property  Manage¬ 
ment.  This  is  probably  due  to  the  small  size 
of  management  firms  in  comparison  with  in¬ 
dustrial  firms  in  which  the  hiring  problem  is 
more  obviously  significant.  It  may  also  be  due 
to  lack  of  awareness  of  recent  developments 
in  the  field  of  personnel  testing,  and  of  the 
assistance  which  such  tests  can  give  in  hiring 
problems.  If  some  management  firms  have 
used  personnel  tests,  it  would  be  very  inter¬ 
esting  to  hear  of  their  experiences.  In  any 
event,  one  function  of  trade  or  professional  as¬ 
sociations  is  to  attack  jointly  problems  which 
may  not  be  too  feasible  for  solution  by  single 
firms,  each  acting  by  itself. 

It  is  the  purpose  of  this  article  to  report  *  on 

*  The  writer  emphasizes  his  function  is  that  of  reporting 
only,  and  no  particular  degree  of  professional  competence 
or  authority  in  the  matters  discussed  herein  is  personally 
claimed  cr  to  be  expected.  However,  the  generous  assist¬ 
ance  of  Dr.  William  N.  McBain,  Assistant  Professor  of 
Psychology  at  San  Jose  State  College,  San  Jose,  Calif.,  is 
gratefully  acknowledged.  Without  his  invaluable  aid,  this 
article  would  scarcely  have  been  possible. 


recent  trends  and  developments  in  the  use  of 
personnel  tests  so  that  others  may  perhaps  be 
stimulated  to  give  some  attention  to  this  facet 
of  property  management,  and  to  consider  pos¬ 
sible  further  steps  which  could  be  beneficial  to 
the  property  management  field  as  a  whole. 

Expensive  Problem 

Personnel  selection  is  a  large  and  expensive 
problem.  Hiring  people  wlio  later  prove  to  be 
inadequate  is  wasteful  of  management  time, 
and  results  in  high  turnover  or  low  efficiency. 
If  personnel  tests  can  materially  reduce  the 
costs  of  staff  selection  and  turnover,  then  it  is 
worthwhile  to  spend  some  time  utilizing  tests 
now  available,  or  developing  usable  tests  to 
meet  the  needs  of  this  field.! 

One  point  of  view  regarding  tests  is  that 
they  should,  by  themselves,  enable  the  man¬ 
ager  to  develop  and  select  “successful”  em¬ 
ployees;  or  that  tests  should  eliminate  the  need 
for  interviewing  and  for  subjective  analysis 
and  judgements.  But  this  view  should  be  re¬ 
jected,  as  the  most  likely  application  of  prop¬ 
erty  selected  personnel  tests  is  to  assist  a 
manager  in  sorting  out  and  rejecting  certain 
otherwise  acceptable  persons,  who  can  be 

f  This  problem  has  been  discussed  with  respect  to  the 
use  of  aptitude  tests  for  the  field  of  engineering  in  an 
article  in  the  November  30,  1959  issue  of  Product  Engi¬ 
neering,  a  McGraw-Hill  publication.  That  article  will  re 
of  interest  to  persons  desiring  to  follow  up  further  the 
thoughts  expressed  herein. 
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shown  by  tests  to  have  little  actuarial  chance 
of  filling  the  vacant  job  successfully.  Visual 
impressions  in  personnel  interviews  many 
times  need  to  l)e  supplemented  by  the  under¬ 
lying  analysis  which  a  good  testing  program, 
properly  used,  can  give. 

Testing  Specialists 

It  may  also  be  assumed  that  personnel  tests, 
to  be  useful,  should  be  capable  of  being  ad¬ 
ministered  and  understood  by  each  individual 
firm.  I  do  not  think  this  is  so.  For  most  small 
firms,  administration  of  tests  can  probably  best 
be  done  by  specialists  in  this  field,  much  as 
personnel  consultants  or  employment  agen¬ 
cies.  However,  a  general  understanding  of 
tests  and  their  significance  is  necessary,  if  man¬ 
agement  is  to  utilize  and  benefit  from  avail¬ 
able  personnel  aids  and  to  demand  compe¬ 
tence  in  their  use  by  hiring  sources. 

Test  application  and  utilization  will  differ 
at  different  job  levels  and  with  different  firms 
in  the  following  respect.  For  clerical  jobs  or 
jobs  with  numerous  openings  certain  tests  can 
be  used  for  partial  elimination  prior  to  inter¬ 
views,  with  more  detailed  tests  perhaps  being 
used  after  the  interview,  prior  to  final  selec¬ 
tion. 

With  upper  level,  one-of-a-kind  positions, 
it  is  likely  that  several  suitable  candidates  will 
l>e  selected  on  the  basis  of  applications  and  in¬ 
terviews.  Good  tests,  properly  used,  can  then 
very  often  tell  which  man  out  of  several  has 
the  best  chance  of  filling  the  job  well.  The  cost 
of  proper  test  administration  at  the  upper 
levels  will  cause  the  latter  course  to  be  most 
frequently  adopted.  In  addition,  we  can  be 
quite  sure  that  the  costs  of  such  testing,  if 
properly  done,  will  be  repaid  many  times  over. 

What  Are  Personnel  Tests? 

For  our  purposes,  I  think  personnel  tests  are 
a  systematic  means  of  gauging  what  degree  of 
a  particular  skill  or  ability  is  possessed  by  a 
particular  individual.  Tests  may  range  from 
simple  block-shape  perception  for  5-year-olds, 
through  manual  dexterities  and  various  mental 
abilities  up  to  abstract  reasoning  abilities,  per¬ 
sonal  desires,  and  personality  characteristics 
of  adults.  Abnormal  or  unsound  mental  char¬ 


acteristics  can  be  tested  for,  as  well  as  those  we 
consider  normal. 

There  are  many  hundreds  of  tests  which 
could  be  classified  as  personnel  tests.  Some 
show  a  simple  factual  result,  such  as  scored 
reading  or  spelling  tests;  others  may  be  used 
to  predict  future  results,  such  as  the  engineer¬ 
ing  aptitude  tests  previously  referred  to.  Many 
tests  have  been  developed  by  private  com¬ 
panies  for  their  own  private  use.  Many  tests 
are  available  to  the  general  public  on  a  pur¬ 
chase  basis  from  firms  specializing  in  this  field. 

The  multiplicity  of  personal  facets  to  be 
tested,  and  of  tests  for  this  purpose,  means 
that  every  testing  job  must  be  carefully  ana¬ 
lyzed  and  each  test  must  be  carefully  ap¬ 
praised  as  to  its  usefulness  in  accomplisliing 
the  desired  purpose.  Generally  a  battery  of 
tests  is  preferred  to  a  single  one,  and  some¬ 
times  the  interpretation  of  test  results  requires 
a  high  degree  of  specialized  competence  in  the 
appropriate  fields  of  psychology. 

Present  Status  of  Tests 

I  think  that  we  may  group  personnel  tests 
into  three  classifications  for  present  purposes: 

1.  Tests  of  universal  business  application:  e.g., 
typists,  secretaries,  bookkeepers,  file  clerks. 

2.  Tests  for  specialties  supplemental  to  the 
property  management  field:  e.g.,  for  oper¬ 
ating  engineers,  skilled  tradesmen. 

3.  Tests  for  executive  level  positions. 

With  regard  to  the  first  classification,  suit¬ 
able  aptitude  and  proficiency  tests  are  avail¬ 
able  for  use  in  the  general  business  field.  From 
my  own  limited  experience  I  have  the  impres¬ 
sion  that  most  hiring  sources  acting  on  a 
commission-placement  basis  of  remuneration, 
do  not  utilize  presently  available  tests,  and 
that  hiring  efficiency  for  this  type  of  job  could 
be  improved  materially  by: 
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1.  Greater  familiarity  with  available  tests  in 
this  field,  and 

2.  Insisting  that  hiring  agencies  refer  only  those 
individuals  who  have  been  assessed  as  to 
minimum  qualification  in  an  objective  or 
demonstrable  manner. 

In  all  occupational  fields,  it  is  a  general  rule 
that  the  more  numerous  the  job  openings  the 
better  are  the  tests  available.  In  the  mechani¬ 
cal  field,  good  aptitude  tests  are  available.  For 
our  purposes  it  could  be  suggested  that  per¬ 
sons  applying  for  jobs  relating  to  building 
maintenance,  especially  if  without  previous 
related  experience,  could  be  screened  by  the 
use  of  mechanical  aptitude  tests  given  in  ad¬ 
dition  to  a  basic  intelligence  test  and  a  broad 
trade  terminology  test. 

At  the  managerial  or  executive  level  there 
are  available  certain  supervisory  practices 
tests,  but  the  chief  tests  which  have  demon¬ 
strated  general  usefulness  are  intelligence 
tests  and  interest  inventory  or  preference 
tests.  I  am  not  aware  of  any  work  done  to 
apply  such  tests,  or  explore  their  usefulness 
and  applicability  in  the  property  management 
field. 

Subjects  to  Be  Investigated 

I  should  like  to  see  investigated  systemati¬ 
cally  the  following  traits  and  characteristics  as 
they  apply  to  the  area  of  property  manage¬ 
ment: 

1.  Intelligence. 

2.  Various  aptitudes  and  abilities. 

3.  Interests  and  preferences. 

4.  Knowledge  required. 

5.  Experience  required. 

6.  Ambitions  and  goals. 

7.  Initiative. 

8.  Ethical  considerations. 

9.  “Common”  sense  or  practical  judgment. 

10.  Energy  level. 

These  are  listed  in  order  of  the  availability 
of  standard  tests  and  research  of  general  ap¬ 
plication.  Most  or  all  of  them  would  have  to 
be  investigated  to  determine  how  they  may 
specifically  influence  the  performance  of  peo¬ 
ple  working  in  property  management. 

Several  of  the  characteristics  listed  above 


are  not  measurable  in  any  tangible  way  that 
I  am  now  aware  of;  for  example,  ethics,  com¬ 
mon  sense,  initiative,  and  energy  levels.  How¬ 
ever,  tests  of  some  sort  are  available  to 
measure  many  of  the  other  characteristics. 

Strong  Test  Praised 

One  of  the  most  interesting  tests  to  me  per¬ 
sonally  has  been  the  Strong  Vocational  In¬ 
terest  Test,  which  I  took  at  Stanford  Univer¬ 
sity  counseling  center  about  five  years  ago,  at 
the  time  I  first  entered  the  field  of  real  estate. 
I  have  felt  well  satisfied  with  the  information 
I  obtained  from  it  and  a  battery  of  other  tests. 

For  those  unfamiliar  with  it,  the  basic  con¬ 
cepts  underlying  the  Strong  test  are  that  suc¬ 
cessful  people  in  any  selected  field  of  work 
tend  to  have  measurably  similar  interests;  for 
example,  research  personnel  will  in  general 
have  different  likes,  dislikes,  and  activity  pref¬ 
erences  from  successful  sales  personnel. 

The  interest  patterns  developed  by  this  test 
have  been  proved  through  the  years  to  have 
substantial  validity  and  predictive  value,  and 
this  test  is  considered  one  of  the  best  available 
for  professional  job  counseling.  However,  be¬ 
cause  answers  and  results  may  be  biased  in 
specific  job  situations,  the  test  results  will  not 
always  be  as  useful  when  related  to  hiring  for 
a  specific  job  opening. 

It  should  also  be  mentioned  that  tests  have 
been  developed  in  the  life  insurance  field 
which  have  clearly  predicted  success  and 
screened  out  individuals  not  likely  to  succeed. 

California  Research 

A  recent  development  of  interest  in  the  field 
of  real  estate  is  a  report  published  in  the  Real 
Estate  Bulletin,  publication  of  the  California 
Division  of  Real  Estate,  in  its  March  - April 
I960  issue.  Additional  information  is  given  in 
the  October  1960  issue  of  the  California  Real 
Estate  Magazine,  published  by  the  California 
Real  Estate  Association. 

These  reports  deal  with  a  research  project 
to  develop  personnel  selection  tests  for  use 
with  real  estate  sales  personnel  in  California. 
In  view  of  the  high  turnover  in  the  real  estate 
sales  field,  tests  with  good  predictive  value 
should  be  an  extremely  valuable  personnel 
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tool  in  this  field.  The  results  of  this  program 
should  be  followed  by  all  persons  interested  in 
real  estate  personnel  selection. 

If  a  similar  test  developed  program  were 
undertaken  in  the  real  estate  management 
field,  it  might  prove  a  valuable  supplement  to 
sales  tests,  as  persons  otherwise  well  qualified, 
but  lacking  in  salesmanship  characteristics, 
may  nevertheless  be  excellent  material  for  the 
management  field. 

The  alx)ve  is  an  attempt  only  to  point  out 
a  problem,  not  devise  an  answer  or  a  program. 
For  persons  interested  in  doing  something 
about  the  problem,  I  think  the  following  sug¬ 
gestions  may  be  helpful. 

1.  Familiarize  yourself  with  recent  publications 
in  this  field.  A  list  of  suggested  books  is  ap¬ 
pended.  Consult  your  local  libraries  for  other 
books  available. 

2.  Familiarize  yourself  with  tests  now  available 
which  will  assist  in  your  present  personnel 
selection  problems.  Study  the  problems  of 
test  utilization  and  interpretation. 

3.  Familiarize  yourself  with  sources  of  person¬ 
nel  testing  information  such  as  universities 
and  with  private  firms  working  in  this  field. 

The  directories  listed  in  the  appendix  will 
prove  most  helpful  in  this  regard. 

If  there  proves  to  be  a  small  group  of  in¬ 
dividuals  in  the  association  who  have  already 
done  the  foregoing  or  who  are  sufficiently  in¬ 
terested  to  do  so,  then  I  think  eventually  an 


additional  and  very  significant  step  will  be¬ 
come  possible:  namely,  to  foster  the  develop¬ 
ment  of  tests  not  now  in  existence  which  can 
prove  useful  for  personnel  selection  purposes 
in  the  property  management  field. 

APPENDIX 

Four  among  many  good  textbooks  are: 

“EfFective  Personnel  Selection  Procedures” 

Stone  &  Kendall— Prentice-Hall,  1956 
“Industrial  Psychology” 

Tiffin  and  Mt'Cormick— Prentice-Hall,  1958 
“Principles  of  Personnel  Testing” 

Charles  Lawshe,  Jr.— McGraw-Hill,  1948 
“Handbook  of  Employee  Selection” 

Dorcas  &  Jones- McGraw-Hill,  1950 

For  testing  agencies  and  qualified  psychologists, 
consult  the  following: 

Directory  of  American  Psychological  Services,  1960  Amer¬ 
ican  Board  for  Psychological  Services,  Glendale,  Ohio 
1958-1960  Directory  of  Gounseling  Agencies,  American 
Personnel  and  Guidance  Association,  1605  New  Hamp¬ 
shire  Ave.,  Washington  9,  D.G. 

196iO  Directory,  American  Psychological  Association 

Tests  are  listed  and  discussed  in  “Mental  Meas¬ 
urements  Yearbook,”  a  series  edited  by  O,  K. 
Buros  and  published  by  Gryphon  Press,  220  Mont¬ 
gomery  St.,  Highland  Park,  N.  J. 

Occupational  test  experience  up  to  1955  is  dis¬ 
cussed  in  Edwin  E.  Ghelli  s  “Measurement  of  Oc¬ 
cupational  Aptitude,”  University  of  Galifornia 
Press,  1955.  (This  is  a  general  survey  of  the  re¬ 
lationship  between  types  of  tests  and  types  of 
jobs. ) 
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HOW  TO  PUT  DOLLARS 

IN  YOUR  POCKET  BY 
CONTROLLING  OFFICE  OVERHEAD 


by  F.  Orin  Woodbury,  cpm 


To  CONTROL  means  to  check,  regulate,  keep 
within  limits.  It  does  not  necessarily  mean  to 
reduce.  Let’s  assume  that  we  are  all  quite  fa¬ 
miliar  with  the  meaning  of  overhead.  To  con¬ 
trol  office  overhead  means  to  maintain  a  prof¬ 
itable  ratio  of  expense  to  income. 

Volume  does  not  spell  profit.  It  does  not 
necessarily  give  evidence  of  competent  serv¬ 
ice.  Volume  may  result  from:  ( 1 )  lack  of  com¬ 
petition,  (2)  temporary  economic  conditions, 
or  (3)  inertia. 

The  proper  ratio  between  income  and  ex¬ 
pense  depends  on  the  type  of  service  pro¬ 
vided.  That  service  must  be  geared  to  what 
you  are  capable  of  providing  and  what  you 
can  sell  your  client.  Service  has  dimensions  of 
quantity,  how  much  or  how  little,  and  of  (jual- 
ity,  demonstrated  by  responsibility,  vision, 
judgment,  accuracy,  promptness. 

Determine  Your  Objectives 

If  your  primary  objectives  is  to  keep  the 
overhead  low,  provide  only  an  operating  serv¬ 
ice.  Hang  up  a  “For  Rent”  sign,  issue  a  receipt. 


phone  the  repairman  whenever  something 
breaks  down,  and  remit  whatever  remains,  if 
any. 

In  this  type  of  operation  you  can  keep  the 
overhead  low  because  ( 1 )  you  pay  for  no  su¬ 
perior  skills,  (2)  employees  require  only  lim¬ 
ited  training,  ( 3 )  your  quarters  can  be  of  the 
back-room  type,  geographically  handy  for  all 
concerned.  Result:  low  overhead,  low  income. 

As  you  more  completely  relieve  the  owner 
of  responsibilities,  you  charge  for  additional 
services.  A  more  competent  staff  is  needed  to 
handle  such  things  as:  assessments  and  tax 
matters,  budgets  of  taxing  units,  location  of 
freeways  and  interchanges,  routing  of  traffic, 
school  and  library  additions  or  re-locations, 
water  and  power  services  and  rates,  zoning 
and  building  codes,  any  or  all  of  which  affect 
the  benefits  of  ownership. 

The  extra  cost  to  you  of  providing  this  more 
complete  service  is  mainly  a  labor  item.  It  rep¬ 
resents  not  only  more  man  hours  but  also 
greater  skills.  You  require  people  who  can 
analyze  situations  and  effectively  represent 
owners. 

When  you  include  the  creative  phases  of 
property  management,  you  provide  a  further 
valuable  service.  This  service  includes  analyz¬ 
ing  properties  and  problems,  then  providing 
vision  and  judgment  to  project  intelligent  so¬ 
lutions.  These  solutions  must  be  compatible 
with  the  owners’  objectives.  They  must  be 
feasible,  being  within  the  limits  of  the  owners’ 
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capacity  to  finance.  The  fees  you  charge  for 
these  services  may  well  be  greater  than  the 
fees  for  operating  the  properties.  They  are 
usually  collected  in  full  only  by  actually  ac¬ 
complishing  the  results  you  project.  At  that 
stage  it  is  clear  for  all  to  see  that  your  fee  rep¬ 
resents  only  a  small  fraction  of  the  net  benefits 
to  the  owner. 

Seek  Responsibilities 

Have  you  ever  managed  property  under  a 
contract  where  your  fee  comes  out  of  the  net, 
after  the  owner  receives  a  certain  increase 
over  his  average  net  for  the  past  years?  It’s  a 
challenge,  but  rather  satisfactory  if  your  par¬ 
ticipation  ultimately  exceeds  a  normal  com¬ 
pensation. 

Properties  developed  or  definitely  improved 
by  your  property  management  ingenuity  are 
the  easiest  ones  to  get  into  your  management 
portfolio.  The  opportunity  is  open  to  the  prop¬ 
erty  manager  who  handles  only  one  neighbor¬ 
hood  store  or  vacant  lot,  as  well  as  to  the  man¬ 
ager  who  handles  more  valuable  commercial 
space. 

Only  when  you  take  over  all  of  the  owner’s 
problems  are  you  really  managing  his  prop¬ 
erty,  which  in  the  larger  sense  means  manag¬ 
ing  his  investment.  To  buy  or  sell  all  or  part,  to 
build  or  improve,  to  finance,  to  insure,  are  all 
vital  considerations  to  assure  the  maximum 
benefits  of  ownership. 

How  can  you  find  competent  help  to  handle 
this  creative  work?  I  know  of  no  one  person 
with  the  capacity  to  see  and  do  all  these 
things.  But  give  your  own  staff  a  chance.  Any 
intelligent  person  who  thinks  creatively,  who 
studies  and  listens,  who  makes  notes,  can  be 
the  repository  of  vast  stores  of  information. 
Then  given  time  to  deliberate,  and  with  a  little 
balanced  judgment,  this  staff  member  may 
come  forth  with  some  brilliant  ideas  that  will 
change  the  face  of  the  land. 

Evaluate  Your  Duties 

Don’t  expect  to  go  outside  for  such  a  person. 
Look  in  the  mirror,  then  take  time  to  think.  So 
you’re  too  busy.  What  did  you  accomplish  to¬ 
day  that  was  really  worth  mentioning?  Re¬ 
examine  your  day’s  activities,  then  add  up  the 


total  value  of  your  services.  Do  it  this  way: 
Attribute  value  to  each  thing  you  did  by  ap¬ 
plying  the  rate  you  would  pay  others  for  that 
job. 

For  time  spent  filing  or  hunting  in  the  files, 
you  are  entitled  to  the  pay  of  a  file  clerk.  For 
calls  to  the  plumber,  painter,  or  roofer,  your 
wage  scale  should  be  that  of  a  building  super¬ 
intendent.  For  writing  rent  receipts,  you 
would  earn  a  cashier’s  wage.  For  soliciting 
business,  credit  yourself  with  a  fair  acquisition 
fee,  but  only  when  you  get  the  account.  If  you 
think  you  are  worth  more  because  of  your  su¬ 
perior  abilities,  pay  yourself  double  the  wage 
scales  applying  to  others. 

Expect  Fluctuations 

The  stipend  you  have  been  drawing  is  prob¬ 
ably  more  than  your  actual  earnings  figured  in 
this  way.  It  should  be.  The  extra  is  for  the  ad¬ 
ministrative  direction  and  creative  effort  you 
supply.  Only  if  your  business  is  performing  a 
service  of  full  value  should  your  check  right¬ 
fully  be  charged  to  overhead.  Otherwise  it  is 
to  some  extent  a  dividend.  The  overhead  ac¬ 
count  should  be  reduced  by  that  dividend 
portion. 

Although  property  management  is  perhaps 
the  most  constant  of  the  departments  in  a  real 
estate  office,  the  alert  office  must  expect  fluc¬ 
tuations.  As  volume  increases  or  decreases, 
changes  must  be  made  in  staff,  equipment, 
methods,  and  quarters.  To  relieve  temporary 
pressure  why  not  rent  equipment  or  farm  out 
those  services  that  can  be  performed  else¬ 
where  just  as  well? 

Pathway  To  Profits 

Today  you  can  rent  almost  anything  for 
whatever  length  of  time  it  is  needed— desks, 
machines,  autos,  and  office  quarters.  You  can 
get  extra  help  from  services  like  “Manpower, 
Inc.”,  such  as  one  or  more  additional  persons 
for  one  day  or  more  each  month  as  required. 
It  is  common  practice  to  farm  out  plumbing, 
heating,  electrical  work,  legal,  title  work  and 
many  other  jobs. 

Why  not  farm  out  the  job  of  accepting 
rental  payments?  There  is  nothing  magic 
about  writing  a  rent  receipt.  Let  the  bank  do 
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it.  Farm  out  record  keeping,  collection  follow¬ 
ups,  and  how  about  transportation— renting  a 
cab  as  compared  with  owning  a  car? 

Now  for  that  difference  between  overhead 
and  income.  Is  your  business  paying  more 
than  just  a  return  on  your  investment  in  equip¬ 
ment  and  the  quarters  you  happen  to  own? 

Itemize  Your  Costs 

If  you  have  no  money  invested  in  equip¬ 
ment  and  in  quarters,  if  they  all  were  rented, 
you  would  require  no  return  on  them.  If  you 
want  to  see  whether  you  are  making  a  profit, 
set  up  the  ownership  of  all  of  these  in  a  sepa¬ 
rate  entity,  hypothetically  at  least,  then 
charge  yourself  rent.  In  many  cases,  it  would 
be  astounding  to  see  what  little  there  is  left. 
You  are  not  necessarily  making  a  profit  just 
because  you  are  taking  home  dollars.  You  may 
be  spending  your  depreciation  that  should  be 
going  into  a  reserve  for  repairs  and  replace¬ 
ments.  One  rapidly  growing  business  refuses 
to  take  any  money  out  of  its  capital  to  pay 
cash  for  anything.  It  rents  the  item  or  buys  on 
the  installment  plan. 

Across  the  country,  I  have  observed  many 
different  types  of  property  management  op¬ 
erations.  One  very  busy  property  manager 
handles  only  residential  units.  A  single  type¬ 
writer  is  the  extent  of  his  mechanization.  Near 
the  other  end  of  the  spectrum  is  the  highly 
mechanized  office,  with  thousands  of  ac¬ 
counts,  departmentalized  and  staffed  with 
many  specialists. 

Still  another  type  of  management  business 


contains  an  assortment  of  industrial  and  com¬ 
mercial  properties  under  lease  for  periods  of 
years,  and,  in  addition,  some  undeveloped 
properties  that  produce  little  or  no  income, 
properties  that  may  be  upgraded  in  the  fore¬ 
seeable  future. 

A  great  deal  of  time  and  some  expense  may 
have  to  be  invested  in  surveying  and  analyz¬ 
ing  those  nonproductive  properties  and  in  ar¬ 
riving  at  a  solution  to  upgrade  them.  Where 
this  is  a  long  process,  where  first  income  is  de¬ 
layed  for  an  extended  time,  it  is  proper  to 
place  some  of  your  costs  in  accounts  receiv¬ 
able  that  can  be  collected  at  a  later  date.  To 
charge  the  entire  expense  currently  increases 
overhead  disproportionately,  and  when  the  in¬ 
come  is  received,  it  may  boost  your  tax  bracket 
to  a  dizzy  height. 

In  Summary,  to  Control  Office  Overhead: 

1.  Establish  goals. 

2.  Break  the  total  into  daily,  weekly,  monthly 
quotas. 

3.  Employ  a  balanced  team,  a  competent  staff, 
to  reach  those  goals. 

4.  Modernize,  with  most  suitable  methods  and 
equipment. 

5.  Farm  out  those  services  that  can  be  done  as 
well  and  as  cheaply  elsewhere,  in  order  to 
free  yourself  and  staff. 

6.  Allocate  as  expense  a  fair  amount  of  time  for 
research  and  planning  for  new  business,  and 
for  improved  handling  of  old  business. 

7.  Charge  a  fee,  whether  by  percentage,  a  flat 
fee,  or  both,  that  will  fairly  compensate  for 
the  service  you  provide. 
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Mr.  Falk,  1960  president  of  the  IREM, 
is  a  partner  in  the  firm  of 
Drucker  &  Falk,  Newport  News,  Va. 
This  article  is  based  an  his  speech 
to  the  Pittsburgh  Board  of  Realtors. 


Sales  Profits  Created 
Through  Management 

by  Emanuel  E.  Falk,  cpm 


What  is  the  ingredient  for 
brokerage  success? 


In  discussing  the  subject  of  sales  profits  through  management,  I  am 
reminded  of  the  old  saw  of  which  came  first,  the  chicken  or  the  egg. 
For  truly,  in  my  opinion,  the  two  are  completely  inseparable.  There 
cannot  be  a  completely  successful  and  integrated  brokerage  depart¬ 
ment  without  a  management  department  to  back  it  up,  and  vice  versa. 

A  successful  brokerage  department  will  have  a  staff  of  well  trained 
salesmen,  with,  depending  on  its  size,  either  a  sales  manager  or  the 
broker  himself  giving  supervision  and  direction  to  the  men  and  I 
women  doing  the  actual  selling.  Again,  depending  on  the  size  of  the 
organization,  it  may  be  broken  down  into  a  residential,  a  new  home, 
an  investment,  a  commercial,  and  an  industrial  sales  department. 

Each  of  these  departments  and  its  staff,  of  even  the  very  smallest  | 
office,  will  have  one  primary  objective— the  sale  or  leasing  of  real 
estate,  in  a  manner  that  will  create  satisfied  customers  and  bring  a 
satisfactory  volume  of  commission  into  our  offices,  at  the  lowest  pos¬ 
sible  net  cost  to  the  ojBBce. 


Let  us  consider  the  overall 
picture  for  management. 


NEED  TWO  FACTORS— To  accomplish  this  we  must  have  two  main 
factors.  First  are  listings,  our  stock  in  trade,  and  secondly,  customers 
able  and  willing  to  purchase  what  we  have  to  offer.  To  secure  these 
two  vital  factors,  there  are  usually  only  two  sources— advertising, 
which  includes  signs,  and  referrals  from  friends  and  satisfied  clients. 

Now  let  us  make  a  similar  analysis  of  a  management  department 
Too  many  people,  even  in  the  real  estate  field,  think  that  management 
consists  only  of  securing  tenants,  collecting  rents,  making  or  super¬ 
vising  repairs  and  rendering  statements  to  owners.  It  is  true  that  all  of 
these  items  are  part  of  management,  and  require  efficient  depart¬ 
ments  to  handle,  but  they  are  lesser  parts  of  the  overall  picture. 

A  competent  management  department,  in  these  times,  will  be  all- 
embracing  of  the  real  estate  field,  from  determining  the  highest  and 
best  use  of  a  parcel  of  raw  or  undeveloped  land,  through  working  with 
the  architect  and  builder  to  ensure  that  the  improvements  will  be 
easy  to  rent  and  economical  to  operate,  to  the  ultimate  goal  of  seeing 
that  the  property  owner  secures  the  maximum  return  on  his  invest¬ 
ment,  consistent  with  safety  and  conservation. 
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The  net  income  of  this  apartment  project  was  increased 

almost  50  per  cent  after  the  managing  firm  suggested  that  the  corparation 

ownership  be  changed  to  a  partnership. 


SALES  ARE  DEVELOPED— As  to  the  inter-relationship  between 
management  and  brokerage  departments,  I  should  like  to  give  some 
specific  examples  from  my  own  experiences.  I  am  from  a  small  city 
with  a  large  semi-transient  population.  Many  of  our  citizens  purchase 
homes  for  the  period  they  reside  there,  and  when  they  are  transferred, 
turn  them  over  to  our  office  for  management,  either  with  the  idea  of 
returning  at  a  later  date,  or  until  they  can  definitely  determine  that 
their  transfer  is  permanent. 

What  better  source  of  listings  can  there  be  than  an  out-of-town 
owner,  and  who  else  would  he  turn  to  than  the  firm  who  is  properly 
and  successfully  managing  his  property?  In  a  similar  manner,  your 
tenants,  properly  treated,  are  your  best  possible  source  of  prospects 
and  referrals.  I  can  assure  you  that  the  saving  in  advertising  that  can 
be  effected  through  this  means  can  be  a  very  substantial  item. 

Next,  if  we  sell  investment  property,  be  it  a  duplex,  a  store  or  an 
apartment,  our  very  reputation  depends  on  whether  our  purchaser 
has  made  a  wise  and  successful  investment  or  a  poor  one.  What  bet¬ 
ter  method  can  we  use  to  ensure  that  this  investment  will  turn  out 
properly,  than  to  manage  it  for  him  in  a  scientific  and  professional 
manner?  A  satisfied  client  is  a  repeat  and  a  referral  client,  and,  at 
least  in  a  town  my  size,  there  just  are  not  enough  new  people  to  de¬ 
pend  on.  Our  repeaters  are  the  backbone  of  our  investment  broker¬ 
age,  people  to  whom  we  have  sold  property  which  we  manage  on  a 
profitable  basis,  with  them  coming  back  for  more. 

SYNDICATION  MERITS— Syndication  of  large  properties  is  more 
and  more  becoming  an  important  facet  of  the  real  estate  business, 
even  in  the  smaller  cities.  Here  indeed,  management  becomes  a  most 
important  factor.  First,  your  own  management  of  an  important  prop¬ 
erty  gives  you  contact  with  the  property  owner  and  knowledge  of 


Here  are  specific  examples 
of  interrelationship 
between  management  and 
brokerage  departments. 


A  word  of  caution  in 
preparing  your  property 
prospectus. 
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Good  management 
develops  an  $85,000  sale, 
arranged  by  telephone. 


any  situation  which  would  require  or  impel  him  to  put  the  property 
on  the  market.  Knowledge  of  the  operation,  allows  the  preparation 
of  an  operating  statement  and  prospectus,  that  will  be  respected  by 
the  prospective  purchaser  as  an  authoritative  and  firm  projection. 

On  the  other  hand,  if  you  do  not  already  manage  the  property, 
the  forming  of  a  syndicate  group  becomes  much  easier,  when  the 
prospective  purchasers  know  that  you  represent  a  reliable,  experi¬ 
enced  firm,  with  the  organization  and  capabilities  of  relieving  them 
of  all  management  responsibilities.  I  would  like  to  inject  one  word 
of  caution  however.  Always  insist  that  your  management  department 
review  and  approve  your  brokerage  department  prospectus  before 
allowing  it  to  be  submitted.  You  will  have  to  live  with  your  group 
for  years,  and  it  pays  to  ensure  that  your  figures  are  conservative 
enough  that  they  can  be  fully  fulfilled. 

MANAGEMENT  REWARDS— Our  office  had  been  managing  a 
property  on  the  edge  of  our  central  business  district,  for  an  owner 
who  had  inherited  the  real  estate,  but  lived  out  of  the  city.  He  had 
enjoyed  a  satisfactory  relationship  with  us  for  years,  and  had  refused 
many  offers  made  for  the  purchase  of  the  property  by  individuals  and 
other  agents.  The  owner  had  the  opportunity  of  going  into  a  new 
business  that  required  a  very  substantial  cash  investment.  There  was 
no  question  in  his  mind  where  to  turn;  a  telephone  call  to  our  oflRce 
to  ask  what  we  could  secure  for  a  quick  sale,  an  exclusive  listing,  all 
by  telephone,  and  an  $85,000  sale  within  ten  days,  all  made  possible 
only  by  our  successful  management  of  the  property. 

Our  office  had  sold  a  large  apartment  project  to  a  small  syndicate 
and  had  managed  it  for  them  for  many  years.  The  mortgage,  origi¬ 
nally  $925,000,  had  been  paid  down  to  about  $500,000,  and  the  own¬ 
ing  corporation  was  paying  taxes  in  the  maximum  income  bracket. 
In  addition,  what  was  left  after  taxes,  was  fully  taxable  to  the  stock¬ 
holder  as  personal  income.  Accelerated  depreciation  had  been  taken 
over  the  years,  and  the  property  was  nearing  the  end  of  its  deprecia¬ 
tion  base.  What  for  many  years  had  been  a  very  lucrative  investment 
was  becoming  less  and  less  profitable  each  year. 


NET  INCOME  INCREASED— Because  we  managed  the  property, 
we,  and  we  alone,  were  thoroughly  familiar  with  their  situation  and 
their  problem.  We  approached  their  attorney  and  accountant  with 
a  suggested  solution,  then  arranged  a  joint  consultation  with  them 
and  the  owners,  and  were  given  a  green  light  to  proceed.  We  ar¬ 
ranged  a  new  mortgage,  large  enough  for  them  to  pay  the  necessary 
income  tax  involved  in  dissolving  the  corporation,  and  re-setting 
the  property  up  as  a  partnership.  The  new  partnership  secured  a  new 
basis  for  depreciation,  and,  of  course,  did  away  with  corporate  in¬ 
come  tax.  The  net  result,  in  spite  of  a  very  much  higher  interest  rate 
on  the  new  loan,  is  that  the  owners’  net  income  will  be  increased 
almost  50  per  cent,  most  of  which  they  will  receive  free  of  taxation. 
We  received  a  very  substantial  commission  for  placing  the  loan,  and  ji 
even  more  important,  have  a  group  of  clients  who  are  telling  their  | 
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friends  about  what  we  accomplished.  I  would  like  to  add  that  my 
office  is  not  in  the  mortgage  loan  business. 

To  illustrate  another  tax  situation,  some  years  ago  we  sold  a  small 
group  of  investors  a  new,  small,  neighborhood  shopping  center.  Man¬ 
agement  of  the  property  was  handled  by  our  office,  and  through  the 
growth  of  the  area  the  center  became  almost  fantastically  successful. 
The  owners,  all  of  whom  were  in  the  above  50  per  cent  tax  bracket, 
had  never  drawn  out  any  money,  the  mortgage  had  been  paid  off, 
several  enlargements  had  been  made  out  of  earnings,  and  a  very 
substantial  amount  of  cash  had  accumulated  in  the  corporation.  The 
Internal  Revenue  Bureau  was  breathing  very  hard  down  their  necks, 
to  require  a  cash  distribution,  most  of  which  would  have  gone  for 
taxes.  Again  through  the  fact  that  we  were  the  managing  agents,  we, 
and  we  alone,  were  aware  of  the  situation. 

We  approached  the  owners  with  the  suggestion  of  taking  the  ac¬ 
cumulated  cash,  plus  a  new  mortgage  on  the  center,  and  using  these 
funds  to  build  a  new  similar  project  in  a  different  section  of  the  city. 
In  view  of  their  previous  successful  experience  we  were  authorized 
to  proceed.  The  ultimate  result  was  a  very  substantial  land  sale,  com¬ 
mission  on  placing  of  loans  on  both  the  old  and  new  centers,  and  the 
management,  of  course,  of  the  new  center.  I’m  very  happy  to  say  a 
situation  has  developed  whereby  in  the  near  future  they  will  again 
be  pressed  with  a  re-investment  problem. 

SUBDIVISION  CHALLENGE-There  is  another  new  field  which 
we  have  recently  engaged  in  which  gives  an  excellent  illustration 
of  the  inter-relationship  between  management  and  brokerage.  We 
recently  decided  that  our  management  department  had  the  necessary 
experience  to  take  complete  charge  of  subdivision  work,  from  the 
planning  to  the  finished  job. 

This  included  preliminary  layout,  steering  through  FHA  for  ap¬ 
proval,  taking  of  bids  for  engineering,  streets,  and  sewers,  and  super- 
j  vision  to  completion.  We  charge  what  we  feel  is  a  very  satisfactory 
fee  for  this  service,  and  it  is  particularly  useful  to  a  landowner,  with- 
i  out  the  experience  or  inclination  to  spend  the  necessary  time  and 
I  effort  himself,  who  just  didn’t  want  to  sell  the  property  outright, 
thereby  foregoing  the  subdivision  profit. 

Of  course,  tied  into  the  development  contract,  was  the  provision 
I  that  our  brokerage  department  would  have  the  exclusive  sale  of  the 
lots,  most  of  which  were  sold  to  small  builders,  with  another  contract 
for  the  exclusive  sale  of  their  houses.  It  has  been  a  profitable  operation 
for  all  concerned  and  we  are  now  starting  on  our  second  tract  of  land 
in  a  similar  manner.  The  important  point  is  that,  if  we  had  not  avail¬ 
able  a  management  department  with  planning  experience,  and 
knowledge  of  specification  and  bidding,  we  would  not  have  secured 
the  contract. 


By  knowing  tho  intrieaeios 
of  the  tax  laws,  a  manager 
induced  owners  to  buy  a 
new  shopping  center  to 
solve  their  tax  problems. 


Management  smartly  ties 
brokerage  department  into 
the  development  contract 
for  a  new  subdivision. 
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hy  Charles  J.  Kydd,  cpm 


Apartment  at  160  Prospect  Street,  East  Orange,  NJ. 


Both  the  appraiser  and  the  mortgage  banker 
use  very  definite  and  specific  procedures  to 
develop  very  definite  values  and  loans.  They 
use  books,  tables,  slide  rules,  and  correct  arith¬ 
metic  to  give  them  a  specific  answer  which 
theoretically  cannot  be  challenged.  In  gen¬ 
eral,  they  are  completely  inflexible. 

Where  does  the  management  man  fit  into 
this  picture,  and  just  what  is  a  management 
man?  In  theory,  and  I  quote  from  the  official 
pledge  of  the  Certified  Property  Manager: 
“The  CPM  strives  to  build  good  will  for  the 
properties  under  his  charge  and  to  use  his 
best  talents  at  all  times  to  preserve  and  main¬ 
tain  the  value  of  such  properties;  he  attempts 
to  secure  the  greatest  possible  net  return  to 
owners  of  properties  entrusted  to  his  manage¬ 
ment;  and  he  attempts  to  give  devoted  at¬ 
tention  to  the  safety  and  comfort  of  tenants  in 
these  properties.” 

Let  me  comment.  This  means  a  combi¬ 
nation  of  arithmetical  genius,  who  can  get 
constantly  increasing  income  with  constantly 
decreasing  expenses  with  constant  building 
improvements,  together  with  a  good  will  am¬ 
bassador  who  can  charm  and/or  hypnotize 


tenants  in  to  being  captivated  by  this  whole 
procedure!  When  an  appraiser  puts  a  value 
on  a  property,  the  manager  must  perform  mir¬ 
acles  to  either  maintain  or  improve  this  figure. 
When  a  mortgage  banker  attempts  to  obtain  a 
loan,  the  manager  must  guarantee  a  top  rental 
income  with  a  high  percentage  of  occupancy 
with  low  expenses  in  order  to  justify  this  loan. 
In  addition,  the  manager  is  constantly  in  the 
middle  between  the  owner  seeking  increased 
income,  and  a  group  of  tenants  seeking  in¬ 
creased  services  for  lower  rents. 


Large  Apartment  House  | 

Let’s  look  specifically  at  160  Prospect  Street  | 
in  East  Orange,  New  Jersey.  This  property  ^ 
was  appraised  for  $405,000,  which  theoreti-  ; 
cally  represents  its  market  value.  This  prop-  | 
erty  was  purchased  early  in  1953  for  a  price  . 
of  $395,750.  At  that  time  rent  controls  were 
still  in  effect  and  there  was  no  definite  indi-  j 
cation  as  to  when  they  might  be  relinquished,  | 
if  ever.  What  were  the  circumstances  that  | 
could  create  an  obvious  contradiction  such  as  [i 
this?  f 

In  the  first  place,  the  property  was  owned  | 
by  an  insurance  institution  that  was  deter¬ 
mined  to  sell  it.  This  was  not  a  typical  situation 
where  an  owner  would  sell,  if  he  got  his  price, 
From  a  practical  standpoint  the  sale  was  an-  , 
nounced  as  an  auction  with  sealed  bids  to  be  ’ 
accepted,  and  the  final  decision  left  to  the  i 
owner.  In  a  situation  such  as  this,  we  realized 
that  it  would  be  most  difficult  to  sell  this  prop¬ 
erty  to  a  so-called  normal  individual  investor 
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or  group  anxious  for  a  good  and  immediate 
return  on  their  investment. 

At  the  same  time,  we  realized  that  the  sell¬ 
ing  institution  was  very  serious  about  its  de¬ 
sire  to  sell.  The  insurance  firm  would  be  ex¬ 
tremely  cautious  about  the  buyer  because  of 
the  fact  that  it  did  not  want  the  property  back, 
and  knew  it  would  have  to  take  a  first  mort¬ 
gage  to  get  a  price.  We  felt  that  they  would 
be  receptive  to  a  much  higher  first  mortgage 
if  the  sales  price  was  high,  and  if  there  were 
very  definite  indications  and  assurances  that 
the  buyer  would  not  attempt  to  milk  the  prop¬ 
erty  but  would  protect  the  property  and  main¬ 
tain  ownership. 

In  brief,  we  had  a  property  on  the  corner 
of  Park  Avenue  and  Prospect  Street  in  East 
Orange,  New  Jersey,  with  no  garage  or  room 
for  a  garage.  The  building  contained  49  rent¬ 
able  apartments,  including  two  basement 
apartments,  with  186  rentable  rooms  bringing 
an  average  rent  of  $25.60  per  room  per  month. 
These  rents  were  frozen.  The  yearly  income 
we  knew  amounted  to  $57,000-plus.  We  knew 
that  the  real  estate  taxes  were  $14,000,  and  we 
estimated  the  minimum  total  operating  ex¬ 
pense  to  be  approximately  $18,000. 

Thus  we  had  a  fixed  income  of  $57,000  with 
known  expenses  before  any  debt  load  of 
$32,000,  leaving  approximately  $25,000  for 
mortgage  interest,  amortization  plus  any 
profit.  How  could  we  fit  all  of  these  factors  to¬ 
gether  and  not  only  effect  a  sale  of  the  prop¬ 
erty,  but  continue  to  manage  the  property 
and  have  a  happy  owner,  happy  tenants  and 
happy  results? 

As  mentioned  before,  it  was  quite  obvious 
that  it  would  be  difficult  to  sell  to  the  normal 
individual  investor,  who  would  treat  this 
building  as  an  individual  investment  and  ex¬ 
pect  an  immediate  good  return  on  the  cash 
which  was  invested. 

Taxes  Offer  Approach 

It  appeared  that  the  best  approach  con¬ 
cerned  taxes.  We  needed  a  conservative  buyer 
who  owned  other  income  real  estate,  and  who 
might  be  in  a  position  to  gamble  a  little  on  the 
future.  We  did  have  such  a  corporate  owner 
of  another  property,  which  corporation  con¬ 


sisted  of  a  small  group  of  stockholders  who 
had  purchased  their  property  some  years  be¬ 
fore  with  little  cash.  Their  experience  up  to 
that  point  had  been  excellent  in  terms  of  re¬ 
gaining  their  cash  investment  with  interest, 
plus  some  dividends,  each  year. 

This  corporation  had  over  a  period  of  years 
built  up  a  respectable  cash  balance,  but  the 
owners  were  beginning  to  ask  questions  as  to 
how  they  could  get  more  cash  out,  rather  than 
have  Uncle  Sam  take  a  double  share,  first 
from  the  corporation  income  and  then,  sec¬ 
ondly,  from  the  individuals  when  dividends 
were  declared.  This  corporation,  incidentally, 
treated  the  property  which  they  owned  as  a 
long  term  investment  and  they  were  not  in¬ 
terested  in  selling  at  that  time.  All  of  the  stock¬ 
holders  in  this  corporation  were  in  a  reason¬ 
ably  high  income  bracket,  which  meant  that 
they  were  not  extremely  anxious  to  take  the 
last  dollar  out  in  terms  of  dividends  because 
of  their  own  personal  tax  liabilities. 

Remember  that  in  this  corporation  the  re¬ 
turn  of  original  capital  had  been  effected  tax 
free.  Because  of  the  fact  that  this  corporation 
was  building  up  a  cash  reserve  that  was  in¬ 
creasing  each  year,  and  because  their  general 
experience  had  been  good  even  under  rent 
controls,  and  because  we  were  managing  for 
them,  this  group  seemed  like  a  logical  buyer 
to  us. 

Investors  Enthusiastic 

We  knew  from  contacts  on  the  outside  that 
the  impending  sale  of  160  Prospect  Street  was 
causing  great  interest  with  many  investors, 
and  we  had  unofficial  indications  that  $350,- 
000  would  not  purchase  it.  Consequently,  after 
much  discussion  with  our  corporate  buyer,  we 
made  the  successful  offer  of  $395,750  with 
$100,750  to  be  paid  in  cash,  and  the  balance 
of  $295,000  to  be  a  first  mortgage  at  4)2  per 
cent  with  a  20-year  pay  out.  This  meant  that 
the  mortgage  load  of  interest  and  amortiza¬ 
tion  per  year  amounted  to  $19,200  and  this 
left  just  under  $6,000  cash,  or  slightly  under 
six  per  cent  return  on  the  cash  to  be  invested. 

How  has  this  deal  turned  out  for  the  in¬ 
vestor?  When  the  sales  price  or  new  value  was 
set  up  for  this  property,  the  depreciation  on 
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the  normal  straight  line  method  amounted  to 
$7,500  per  year  more  than  the  amortization 
paid  the  first  year,  and  an  average  of  more 
than  $5,000  per  year  over  amortization  for 
the  first  eight  years.  On  the  accelerated  de¬ 
preciation  basis  there  was  $14,000  more  than 
the  amortization  paid  for  the  first  year.  This 
meant  that  a  corporation  already  owning  real 
estate  could  use  this  depreciation  as  a  spring¬ 
board  for  reducing  the  taxes  paid  on  the  other 
property  which  it  owned,  and  increase  the 
overall  profit  to  the  corporation  immediately. 

As  mentioned,  our  bid  was  successful  and 
as  a  matter  of  interest  we  learned  immedi¬ 
ately  after  the  final  negotiations  that  there  had 
been  another  bid,  among  several  others,  that 
came  within  $1,000  of  ours.  As  a  result  our 
corporation,  which  owned  investment  real 
estate,  acquired  this  property  early  in  1953 
under  rent  control  for  $395,750,  or  approxi¬ 
mately  $100,000  in  cash. 

Management  Involved 

Our  management  immediately  stepped  in  to 
the  picture.  It  is  always  true  that  after  a  prop¬ 
erty  is  sold  the  buyer  then  discovers  for  him¬ 
self,  and  from  his  tenants,  all  of  the  defects 
and  problems  which  were  not  obvious  up  to 
the  time  of  sale.  Remember  that  this  property 
had  been  owned  by  a  large  insurance  firm  and 
a  goodly  percentage  of  the  tenants  were  execu¬ 
tives  of  this  same  institution.  Immediately  this 
presented  us  with  a  problem  because  these 
were  demanding  and  tough  tenants.  Whereas 
they  could  not  complain  too  much  up  to  this 
point  because  their  employer  was  their  land¬ 
lord,  they  could  now  carry  their  large  bag  of 
accumulated  woes  into  the  landlord’s  office 
and  unload. 

We  discovered  that  one  whole  side  of  the 
building  was  porous,  and  that  water  came 
through  as  though  the  wall  was  not  there.  This 
had  not  been  obvious  because  the  inside  of  the 
apartments  on  this  wall  had  been  painted,  and 
a  few  prayers  for  dry  weather  had  been  an¬ 
swered.  We  knew  that  we  had  to  paint  the 
exterior  trim  and  that  the  lobby  needed  money 
spent  for  carpeting,  furniture  and  other  items. 
We  also  knew  that  the  hallways  on  each  floor 
needed  new  carpeting  and  painting.  We  pro¬ 


ceeded  to  negotiate  with  each  of  the  tenants 
in  an  attempt  to  do  something  for  them,  in 
order  to  get  a  voluntary  rent  increase  which 
was  allowable  at  this  time  under  rent  control, 
and  which  had  not  been  obtained  up  to  the 
time  of  the  sale. 

Rents  Increased 

We  had  to  get  things  done,  but  we  had  to 
pay  for  them  over  a  period  of  time  so  that  there 
would  not  be  too  much  cash  spent  in  any  one 
period  to  cause  owners  to  have  to  put  in  more 
cash.  Actually  we  were  successful  in  part,  and 
over  the  following  three  years  we  got  approxi¬ 
mately  25  per  cent  of  the  tenants  to  accept  an 
average  of  15  per  cent  rent  increase,  which 
meant  approximately  a  four  per  cent  increase 
on  the  whole  building.  At  the  same  time  we 
were  able  to  put  the  property  in  good  con¬ 
dition  with  the  exception  of  actual  decorating 
within  the  individual  apartments.  In  other 
words,  the  waterproofing  was  completed,  the 
trim  was  painted,  the  lobby  and  halls  were 
dolled  up  with  new  carpet,  and  the  front  en¬ 
trance  was  repaired  and  put  in  first-class  con¬ 
dition. 

In  December  1955  rent  controls  in  the  City 
of  East  Orange  expired.  Rather  than  move  in 
immediately  as  many  owners  did  with  top 
rent  increases,  we  waited  until  May  1956.  We 
did  this  for  psychological  reasons  and  we  all 
ended  up  psychological  cases.  The  tenants 
kept  wondering  what  we  were  going  to  do 
and  when— and  we  kept  wondering  the  same 
thing.  Everyone  was  confused  and  conse- 


.  .  .  the  lobby  needed  money  spent  for  carpeting, 
furniture,  and  other  items  .  .  . 
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quently  we  had  very  little  trouble  with  our 
rent  increase  program  on  May  1,  1956,  in¬ 
creasing  our  income  from  $57, (KK)  in  1953,  to 
approximately  $69,(KK)  per  year  commencing 
May  1956.  This  meant  an  increase  from  $25.60 
per  room  to  $30.90  per  room. 

Admittedly  general  expenses  had  gone  up 
some,  so  that  we  had  operating  expenses  of 
$24,000  per  year,  real  estate  taxes  of  $16,600 
per  year,  and  the  same  mortgage  load  of  $19,- 
200  per  year,  or  a  total  expense  of  $59,8(X)  per 
year.  This  left  approximately  $9,200  cash  re¬ 
turn.  However,  1  call  your  attention  to  the 
fact  that  the  accelerated  depreciation  was 
still  $12,000  higher  than  the  amortization,  re¬ 
sulting  in  no  corporate  taxes,  plus  a  loss  to  be 
applied  against  the  profit  of  the  original  prop¬ 
erty  in  this  corporation. 

Problem  Still  Existed 

The  overall  problem,  however,  still  existed 
in  that  there  was  still  a  corporation  owning 
two  pieces  of  investment  property,  with  the 
corporation  paying  some  income  taxes,  and 
the  individual  stockholders  limited  on  their 
dividends  because  of  individual  income  taxes. 
In  1957  the  cash  reserve  of  the  corporation 
again  started  to  climb,  and  they  were  then  in 
a  position  to  purchase  another  property  on 
pretty  much  the  same  basis  as  the  purchase  of 
160  Prospect  Street.  As  of  the  end  of  1959, 
160  Prospect  Street  itself  had  increased  its 
rental  to  $77,000-plus  per  year  with  expenses 
of  approximately  $63,000  per  year,  leaving 
$14,(K)0  cash,  but  the  depreciation  was  ap¬ 
proaching  the  amortization. 

What  Is  Ahead? 

What  is  ahead  for  the  owners  of  this  prop¬ 
erty?  The  first  obvious  answer  is  that  the 
property  can  be  sold  for  approximately  half  a 
million  dollars.  At  least  we  felt  this  way  on 
Monday,  November  7,  1960.  Now  we  don’t 
know— perhaps  it  will  bring  more  or  perhaps 
Uncle  Sam  will  take  it  over  completely. 

However,  this  doesn’t  answer  the  real  prob¬ 
lem.  There  is  still  a  corporation  owner,  and  the 
sale  of  any  of  its  properties  means  capital  gains 
taxes,  plus  forced  dividends  with  individual 
income  taxes  on  the  dividends. 


The  corporation  can  continue  to  buy  more 
properties  as  it  has  the  last  two,  but  remem¬ 
ber  that  as  time  passes  the  depreciation  de¬ 
creases  greatly  and  again  the  dollars  go  to¬ 
ward  taxes. 

Let  me  point  out  another  alternative,  how¬ 
ever,  which  can  solve  the  problem.  The  corpo¬ 
ration  can  be  dissolved  and  the  original  prop¬ 
erty  can  be  refinanced  and  sold.  The  cash 
return  from  this  sale  can  pay  the  capital  gains 
taxes  plus  providing  very  sizable  tax-paid 
cash  payments  to  the  former  stockholders. 
These  stockholders  can  then  form  a  partner¬ 
ship  to  own  the  remaining  two  properties,  one 
of  which  is  160  Prospect  Street.  In  this  trans¬ 
action  a  new  market  value  is  set  for  the  re¬ 
maining  properties  and  depreciation  is  re¬ 
established  at  this  new  figure. 

For  the  next  7-8  years  the  partners  will  take 
$20,000  or  more  per  year  from  160  Prospect 
Street  alone,  while  paying  individual  taxes  on 
amounts  starting  with  nothing  the  first  year 
and  working  up  toward  the  $20,0(X)  figure  in 
the  8th  year.  The  other  remaining  building, 
also  in  the  same  manner,  returns  tax  free  cash 
to  them  during  the  early  years  of  new  de¬ 
preciation. 

Remember,  all  of  this  started  with  a  small 
investment  by  five  stockholders,  which  invest¬ 
ment  was  returned  to  them  with  interest  by 
the  time  they  purchased  160  Prospect  St. 

This  review  has  been,  and  was  intended  to 
be,  a  strong  endorsement  for  enlightened  pro¬ 
fessional  property  management.  For  the  most 
part  it  has  shown  the  benefits  to  an  owner  as 
the  result  of  specific  management.  However, 
let  me  remind  you  of  the  benefits  of  the  man¬ 
aging  agents  for  this  owner. 

In  1953  we  managed  one  property  for  this 
owner,  whidi  property  had  a  rent  roll  of  ap¬ 
proximately  $115,000  and  we  were  paid  our 
management  commission  on  this  rent  roll.  To¬ 
day  we  manage  three  properties  for  this  owner 
with  a  gross  rent  roll  of  approximately  $345,- 
000,  or  three  times  the  original  rent,  and  we 
have  during  this  period  sold  two  buildings 
with  full  brokerage  commission.  As  of  now 
we  are  in  a  perfect  position  to  sell  a  third  with 
all  sorts  of  interesting  possibilities  for  addi¬ 
tional  deals  in  the  future. 
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Condemnation:  Rapidly  Growin'i 

by  Louie  Reese,  cpm 


Changes  in  our  nation’s  political,  economic, 
and  social  philosophy  during  the  past  quarter 
century  have  tended  to  place  the  “general  wel¬ 
fare”  of  a  community  above  the  rights  of  the 
individual  property  owner. 

In  1954  the  United  States  Supreme  Court 
decided  ( Berman  vs.  Parker)  that  “it  is  within 
the  power  of  the  legislature  to  determine  that 
the  community  should  be  beautiful  as  well  as 
healthy  .  .  .”  Thereupon  the  court  approved 
the  municipal  right  to  take  property  “which, 
standing  by  itself,  is  innocuous  and  unoffend¬ 
ing”  for  redevelopment  purposes  motivated  by 
aesthetics.  This  is  the  law,  in  spite  of  the  fact 
that  no  two  experts  can  ever  agree  on  stand¬ 
ards  of  beauty. 

Today  we  have  a  rapid  acceleration  of  con¬ 
demnation  suits,  not  only  in  cases  involving 
aesthetic  values,  but  for  highways,  public 
housing,  urban  renewal,  and  commercial  or  in¬ 
dustrial  use  of  the  various  governmental  com¬ 
plexes.  So  the  question  of  how  an  owner  can 
best  protect  his  interests  when  his  property  is 
to  be  condemned  is  becoming  a  matter  of  in¬ 
creasing  importance. 

Drawing  upon  30  years  of  property  manage¬ 
ment  experience,  the  author  will  endeavor 
to  present  some  guide  lines  for  the  prop¬ 


erty  owner  who  is  facing  a  condemnation  suit. 

Frustrating  Experience 

Some  condemnations  are  handled  witli  dis¬ 
patch  and  may  be  consummated  short  of  the 
courts  in  60  to  90  days.  The  key  ingredient  in 
such  cases  is  a  small  governmental  unit  (city 
or  county)  with  decisive  people  at  its  head 
who  are  not  afraid  to  make  decisions  and  an¬ 
swer  for  them.  And  these  people  are  able  to 
recognize  that,  in  taking  some  person’s  prop¬ 
erty  who  had  no  intention  of  selling,  and  per¬ 
haps  having  owned  the  property  for  many 
years,  the  community  is  at  least  morally  obli¬ 
gated  to  give  the  owner  the  top  price  the  prop¬ 
erty  may,  within  reason,  be  worth.  And  such 
worth  is  to  be  measured  by  the  most  capable 
practitioners  available  in  the  imperfect  and  in¬ 
exact  science  of  appraising. 

Today,  however,  in  most  cases  you,  as  a 
property  owner,  are  in  for  a  long  period  of  the 
most  frustrating  indecision  as  you  will  have  | 
ever  experienced.  | 

Starting  with  a  trial  balloon  of  rumor  or  I 
small  newspaper  chit-chat,  a  fog  will  roll  in  | 
over  your  property  that  will  gradually  seep 
away  its  improvements,  its  rental  value,  and 
eliminate  all  hope  of  private  sale.  You  then 
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roblem  for  Property  Owners 


The  widening  of  this  Alabama  highway 
removed  many  trees,  (left)  exposing  well- 
protected  houses.  The  owner  of  the  house 
(right)  hod  125  feet  removed  from  his  lot, 
and  was  offered  $500.  The  right-of-way 
was  cleared  to  within  1 1  feet  of  his  pool. 


have  no  course  except  to  meekly  await  the 
executioner,  who  having  long  since  destroyed, 
or  at  least  drastically  curtailed,  most  of  your 
rights  in  the  property,  now  values  it  on  a  basis 
of  the  wreckage  that  remains  long  after  its  de¬ 
struction. 

For  all  practical  effect  the  property  is  taken, 
and  its  razing  starts  with  that  first  trial  balloon 
and  drags  on  through  the  years  with  public 
hearings,  commission  meetings,  citizens’  ad¬ 
visory  board  meetings,  planning  commission 
meetings,  legislative  log  rolling,  changes  of  ad¬ 
ministration,  etc. 

Many  Tenants  Move 

Few  projects  are  not  rumored,  denied, 
“maybe’d,”  abandoned,  and  confirmed  in  cycle 
after  cycle.  They  are  often  on-again,  off-again 
until  it’s  universal  knowledge  that  nothing 
constructive  can  be  planned  in  the  neighbor¬ 
hood.  For  example,  in  a  North  Alabama  town 
a  “freeway”  planned  and  publicized  since  1947 
is  “to  get  under  way”  in  1961. 

If  the  neighborhood  is  residential,  perhaps, 
by  giving  more  service  or  cutting  rents,  a  nor¬ 
mal  but  “nervous”  occupancy  rate  may  be 
maintained  in  spite  of  the  threat  of  condemna¬ 
tion.  But  it  will  be  obvious  that  no  commercial 


tenant  will  wish  to  spend  further  effort  build¬ 
ing  up  a  location  he  may  soon  have  to  aban¬ 
don.  In  fact,  many  such  tenants  will  move  from 
such  locations  merely  on  speculation  that  they 
may  be  forced  to  abandon  it,  in  order  that  they 
can  devote  their  time  immediately  to  building 
up  a  new  and  more  secure  location.  And  this 
move  is  made  irrespective  of  the  sacrifice  in¬ 
volved  in  paying  rent  on  unexpired  leases, 
with  no  hope  of  recovery  by  subrenting. 

Soon  the  neighborhood  is  filled  with  vacant 
stores  whose  owners  struggle  to  prevent  com¬ 
plete  deterioration  before  the  appraisers  for 
the  condemning  authority  arrive.  When  the  ' 
case  finally  comes  to  trial  years  later,  the 
state’s  attorney  will  make  these  owners  appear 
to  be  fools,  whether  they  spent  money  repair¬ 
ing  the  properties  which  “obviously  were  go¬ 
ing  to  be  condemned,”  or  if  they  failed  to  keep 
their  properties  up  and  thus  “obviously  invited 
vacancies.” 

Bitter  Alternatives 

Certainly  these  owners  have  little  chance  to 
sell  these  properties.  Only  speculators  hoping 
to  get  a  profit  from  the  condemnation  would 
buy.  And  the  speculators’  experience  will  tell 
them  that  no  appraiser  will  fail  to  note  what 
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they  paid  for  the  property,  or  be  inclined  to 
pay  them  any  worthwhile  premium  unless 
they  bought  at  a  ridiculously  low  price.  Thus 
the  owner  must  sell  quite  cheap  or  sweat  it  out 
to  the  bitter  end,  a  process  which,  with  its  fear¬ 
some  court  appearances,  is  often  thought  not 
worth  the  candle. 

A  few  sales  to  such  speculators  at  distressing 
prices  serve  the  condemning  authority  well  in 
indicating  low  values  for  the  whole  area.  A 
conscientious  appraiser  would,  to  quote  John 
C.  R.  Kelly,  SRA  of  Pittsburgh,  “analyze  sales 
made  prior  to  the  announcement.  If  some  time 
has  elapsed  between  the  time  of  the  announce¬ 
ment  and  the  actual  taking,  it  may  be  neces¬ 
sary  to  make  use  of  sales  in  other  areas  to 
gauge  the  current  market  level  for  properties 
of  type  and  quality  comparable  with  the  sub¬ 
ject,  although  they  may  be  relatively  remote  in 
location.” 

Recently  a  veteran  ad  valorem  tax-setting 
board  member,  an  MAI  extremely  well- 
informed  on  valuation,  commented  in  a  speech 
that  a  local  urban  renewal  site  was  acquired  at 
a  “very  good  price.” 

I  would  have  had  more  confidence  in  our 
condemnation  methods  if  he  had  said,  “We 
paid  every  cent  these  properties  could  have 
been  worth  but  not  one  cent  more.”  I  do  not 
believe  the  state  should  expect  or  try  to  con¬ 
demn  at  a  “very  good  price.” 

In  order  that  the  reader  be  suflBciently  im¬ 
pressed  with  what  can  happen  in  condemna¬ 
tions  to  take  every  step  to  protect  himself,  I 
believe  I  should  go  one  step  further  and  briefly 
cite  two  horrible  examples  from  my  area.  (I 
hope  such  things  do  not  occur  in  your  area. ) 

A  home  owner  who  had  paid  $55,000  for  a 
deluxe  house  on  a  $8,000  lot  had  the  rear  25 
per  cent  of  the  lot  taken  for  a  highway.  The 
taking  removed  all  of  a  deep  and  very  dense 
screen  of  30  to  50-year  old  trees  which  gave 
complete  privacy  to  his  back  yard,  and  sub¬ 
stituted  a  four-lane  highway  roaring  with 
traflic. 

The  owner  was  offered  $500  for  the  land  and 
damages,  and  was  assured  that  that  was  all  it 
was  worth  and  all  he  would  get.  After  months 
of  negotiation,  and  with  condemnation  immi¬ 
nent,  the  home  owner  finally  made  the  best 


deal  he  could  with  an  attorney  (his  fee  was 
one-third  of  all  he  raised  of  the  payment  for 
the  home  owner ) . 

The  attorney  tried  to  get  the  state  to  have 
another  of  their  appraisers  look  at  the  prop¬ 
erty,  without  results,  and  reluctantly  hired  two 
MAI’s  to  represent  the  owner  at  an  additional 
cost  of  $150  each.  Their  reports  of  mucli 
higher  damage  were  ignored,  and  no  compro¬ 
mise  was  offered  until  the  day  before  trial, 
when  the  owner  had  been  put  to  every  ex¬ 
pense  and  anxiety. 

Two  or  three  days  before  the  trial  an  MAI 
appeared  for  the  state  and  reappraised  the 
property.  As  a  result  of  his  appraisal,  the  owner 
was  offered  $2,500,  which,  in  the  writer’s  opin¬ 
ion,  was  still  too  low  but  the  owner,  a  type 
fearful  of  appearance  in  court,  accepted  the 
offer. 

Two  other  owners  adjoining  this  home 
owner  were  given  almost  identical  treatment, 
and  were  likewise  forced  to  spend  almost  half 
of  the  recovery  to  get  anything  but  a  nominal 
recovery.  Incidentally,  one  of  these  owners 
lost  over  one-third  of  his  lot,  including  his  en¬ 
tire  tree  screen,  and  the  highway  right-of-way 
came  within  11  feet  of  his  swimming  pool. 

Stores  Lose  Heavily 

The  other  case  involves  three  small  stores  in 
an  urban  renewal  area  which  received  almost 
continuous  publicity,  indicating  condemna¬ 
tion  was  imminent  from  1950  through  1954. 

In  probate  court  the  owners  presented  their 
past  income  tax  figures  showing  no  rent  losses 


High  and  exposed  is  this  pool,  which  is  85  feet  nearer  to  a 
new  four-lane  road.  A  dense,  50-year-old  tree  screen  wos 
cut  from  160  feet  of  property. 


from  either  vacancies  or  bad  debts  for  the  four 
years  ( 1947-50),  prior  to  the  first  publicity  of 
the  proposed  condemnation.  Then  they 
showed  that,  in  spite  of  cutting  rental  rates  to 
less  than  half  the  rates  in  the  previous  four 
year  period,  and  heavy  advertising  expendi¬ 
tures  by  their  rental  agent,  their  gross  collec¬ 
tions  for  the  next  four  years  ( 1950-54 ) ,  while 
the  condemnation  publicity  continued,  ran 
less  than  seven  per  cent  of  the  original  four- 
year  period. 

In  addition  to  this  staggering  rent  loss,  they 
pointed  out  that  regardless  of  heavy  expendi¬ 
tures  while  trying  to  hold  the  property  to¬ 
gether  until  the  government  appraiser  arrived, 
an  inevitable  deterioration  had  taken  place 
which  was  not  considered  in  the  appraisal.  It 
was  further  pointed  out  that  in  the  case  of  any 
condemnation  involving  a  large  number  of 
parcels,  the  owners  of  condemned  properties 
were  forced  to  compensate  with  each  other  for 
the  investment  properties  remaining  on  the 
market.  This  was  necessary,  without  regard  to 
the  resulting  price  rise,  in  order  to  avoid  pay¬ 
ing  tax  on  the  gain  on  the  property  con¬ 
demned. 

The  owners  were  consoled  that  they  had 
suffered  a  hardship,  but  were  told  that  it  was 
just  a  result  of  inequities  in  the  condemnation 
law  and  nothing  could  be  done. 

Actually,  for  all  practical  purposes,  the  gov¬ 
ernment  took  possession  of  this  property  on 
the  date  the  publicity  began,  and  an  equitable 
settlement  would  have  entailed  valuing  the 
property  as  of  that  date,  with  compound  inter¬ 
est  to  the  date  of  actual  taking  added,  as  well 
as  the  government’s  assumption  of  all  taxes,  in¬ 
surance,  and  repairs  expenses,  less  any  rent 
collected.  Unfortunately,  that  isn’t  the  law. 

Secrecy  Urged 

Much  of  this  type  hardship  could  be  elimi¬ 
nated,  if  the  planning  for  condemnations 
could  be  done  in  secret,  as  is  often  suggested. 
But  like  an  overloaded  garden  hose,  no  matter 
how  you  try  to  keep  the  secret,  it  always  breaks 
out  somewhere.  The  senator  must  get  credit 
for  getting  “something  for  nothing”  for  the 
folks  back  home.  The  bureau  in  Washington 
needs  some  favorable  publicity,  or  some  press 


agent  or  reporter  ferrets  out  the  news.  And 
what  planning  and  zoning  groups  can  resist 
giving  their  friends  the  latest  word? 

There  are,  of  course,  many  other  type  dam¬ 
ages  generally  referred  to  as  “consequential 
damages”  that  ordinarily  are  not  compensable 
in  condemnations,  the  most  common  of  which 
are: 

1.  Cost  to  owners  or  tenants  of  moving  to  a  new 
location. 

2.  Loss  to  nearby  owners  (not  being  con¬ 
demned)  who  are  affected  by  the  new  use 
of  the  adjoining  property  condemned  or  by 
changing  traffic  patterns,  if  a  highway  was 
involved. 

3.  Loss  of  trade  or  good  will  occasioned  by  the 
change  of  location  of  a  business. 

4.  Losses  where  special  purpose  buildings  must 
be  replaced  new,  because  acceptable  substi¬ 
tute  buildings  are  not  available.  Fair  Mar¬ 
ket  Value  often  involves  a  downward  adjust¬ 
ment  for  depreciation,  in  spite  of  the  fact  that 
the  old  building  was  adequate  for  the  own¬ 
er’s  use. 

The  above  is  not  to  suggest  that  it  will  ever 
be  possible  or  practical  to  eliminate  the  dam¬ 
age  to  every  owner  within  miles  of  condemna¬ 
tion,  without  opening  a  Pandora’s  box  of  fanci¬ 
ful  claims  against  the  government,  but  the 
whole  process  and  law  of  condemnation 
should  be  revised  to  fit  today’s  conditions. 

Because  of  the  tremendous  increase  in  scope 
and  numbers  of  condemnations,  considerable 
attention  has  been  given  in  recent  years  to 
these  inequities  that  develop.  A  very  good  re¬ 
view  of  this  trend  is  found  in  an  article  by 
Milton  A.  Pearl  in  the  January  1958,  Appraisal 
Journal. 

Now  tl^t  we  have  a  good  idea  of  what  we 
already  face  in  condemnation  cases,  and  un¬ 
doubtedly  will  face  in  the  future  at  a  greatly 
accelerated  rate,  let’s  consider  how  best  to 
protect  ourselves. 

Make  A  Price 

In  the  first  place,  never  get  too  busy  to  make 
a  price  on  anything  you  own  even  when  no 
condemnation  is  in  sight  or  seems  likely  in  the 
future.  When  you  are  asked  what  you  want  for 
a  piece  of  property,  make  a  price,  no  matter 
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how  high,  at  which  you  would  be  glad  to  sell. 
Then  encourage  and  entertain  written  offers 
only.  Copies  or  reproductions  of  these  offers 
should  be  preserved. 

I  have  seen  several  cases  where  owners  re¬ 
ceived  in  court  twice  what  they  had  been  of¬ 
fered  by  the  state,  because  they  were  able  to 
refresh  the  memory  of  past  prospective  pur¬ 
chasers  and  agents  with  a  copy  of  a  contract 
once  submitted  to  them. 

Consider  Reinvestment 

Although  it’s  usually  too  late  to  get  the  offers 
after  the  first  rumor  of  possible  condemnation 
appears,  receive  gratefully  any  you  get  and 
preserve  them  carefully. 

Now  what  steps  should  we  take  after  the 
condemnation  rumor  is  in  the  air?  Prompt  at¬ 
tention  should  be  given  to  the  possibility  of 
reinvestment,  especially  if  the  condemnation 
is  large  in  scope  and  is  likely  to  release  much 
money  for  reinvestment  in  real  estate. 

If  you  have  owned  the  property  for  some 
time,  it’s  value  has  probably  risen,  and  you  will 
have  depreciated  the  improvements  heavily. 
The  cumulating  of  both  these  factors  will  usu¬ 
ally  produce  a  heavy  income  tax  liability  even 
at  the  capital  gains  rate. 

In  those  few  cases  where  a  loss  is  suffered, 
the  loss  is,  for  income  tax  purposes,  offset 
against  capital  gains  or,  under  certain  circum¬ 
stances,  may  be  at  least  partially  deductible 
against  ordinary  income.  However,  if  the  con¬ 
demned  property  is  your  home,  no  loss  deduc¬ 
tion  is  allowed  even  though  gains  are  taxable 
as  capital  gains. 

Defer  Tax  Payment 

In  the  usual  case  where  you  have  a  gain,  you 
may  wish  to  take  advantage  of  the  tax  defer¬ 
ring  privilege  in  the  law,  which  will  allow  you 
to  reinvest  in  a  successor  piece  of  real  estate, 
and  postpone  the  payment  of  this  tax  until 
such  time  as  you  sell  the  successor  property. 
(The  tax  can  again  be  deferred  by  trading, 
rather  than  selling,  this  successor  property, 
and  this  process  can  be  repeated. ) 

The  decision  as  to  whether  to  reinvest 
should  be  made  immediately  to  get  ahead,  in¬ 
sofar  as  possible,  of  the  other  owners  of  con¬ 


demned  properties  who  will  add  their  con¬ 
demnation  dollars  to  the  demand  side  of  the 
market,  with  its  historic  effect  on  prices. 

Any  ideas  you  get  from  this  article  should, 
of  course,  be  checked  with  your  attorney.  Such 
an  article  as  this  must,  by  necessity,  involve 
some  over-simplification;  and  furthermore,  our 
laws  and  court  decisions  change  rapidly. 

It  is,  however,  the  advice  of  the  writer’s  at¬ 
torney  that  you  have  the  year  in  which  you  re¬ 
ceive  the  check  for  the  condemnation,  plus  the 
next  full  calendar  year,  in  which  to  deliver 
your  check  and  close  the  sale  for  the  successor 
property. 

Anticipation  Buying 

If  you  don’t  mind  owning  both  properties  in 
case  the  condemnation  is  never  consumated, 
you  have  the  intriguing  possibility  of  buying 
the  successor  property  on  threat  of  condemna¬ 
tion.  A  number  of  court  cases  have  defined 
some  of  the  stages  between  the  rumor  and  the 
actual  filing  of  the  condemnation  case,  at 
which  you  may  anticipate  the  condemnation 
and  buy  a  property  which  will  qualify  as  a  suc¬ 
cessor  property. 

This  anticipation  buying  will  be  particularly 
effective  in  “beating  the  rush”  which,  espe¬ 
cially  in  small  communities,  usually  creates  a 
scarcity  of  satisfactory  successor  properties. 

A  serious  disadvantage  of  this  tax-postpon¬ 
ing  device  results  from  the  fact  that  you  can¬ 
not  get  a  new  depreciation  base  in  the  new 
property,  as  you  could  in  an  outright  purchase, 
but  must  use  only  the  remaining  unused  base 
of  the  old  property. 

Start  a  Clip  File 

You  should  also,  when  you  hear  the  rumor  of 
condemnation,  set  up  a  clip  file  and  fill  it  with 
the  following  data,  fully  identified  as  to  place 
and  date.  (The  judge  may  not  believe  you 

t  Louie  Reese,  Jr.,  Birmingham,  Alabama, 
•s  a  directar  of  NAREB  and  chairman  of 
the  research  screening  committee  of  the 
Committee  on  Economics.  He  is  a  senior 
member  of  the  Society  of  Residential  Ap¬ 
praisers  and  former  president  of  the 
Birmingham  Chapter. 
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when  you  tell  him,  without  dates  and  places, 
that  your  tenants  started  moving  and  the  prop¬ 
erty  started  deteriorating  four  or  five  years 
ago.) 

A.  All  newspaper  publicity  as  to  proposed  con¬ 
demnation. 

B.  Go  back  four  or  five  years  and  get  itemized 
income  and  expense  statements  on  the  prop¬ 
erty.  Keep  them  up  to  date  from  year  to 
year. 

C.  Past  and  present  offers  to  buy,  as  mentioned 
above. 

D.  Any  data  on  sales  or  offers  to  purchase  in 
the  vicinity:  Get  as  much  concrete  data  as 
you  can. 

E.  Any  tenants  who  move  because  of  the  un- 
certaintv:  Get  them  to  give  the  reason  in  a 
letter. 

F.  Get  rental  data  on  the  nearest  comparable 
rentals  not  in  the  rumored  condemnation 
site.  If  yours  go  down,  you  want  to  be  able 
to  show  that  it  was  because  the  property 
was  under  the  condemnation  cloud. 

G.  At  intervals  write  to  all  the  governmental 
agencies  involved  advising  them  of  the  ef¬ 
fect  of  premature  publicity.  Add  this  cor¬ 
respondence  to  your  file. 

H.  Gheck  into  your  local  condemnation  experi¬ 
ence.  Real  estate  brokers  who  also  own  real 
estate,  and  appraisers  doing  much  court 
work  in  this  field,  can  warn  you  of  local  pit- 
falls.  Add  their  advice  and  things  they  sug¬ 
gest  to  the  file. 

I.  Add  to  your  file  anything  else  that  might 
remotely  help  your  case,  if  you  are  forced 
to  go  to  trial. 

Crossroads  Decision 

When  you  reach  the  stage  of  being  actually 
approached,  it  is  likely  that  some  local  real 
estate  agent  will  suddenly  appear  to  do  some 
“creative  selling.” 

This  brings  you  down  to  the  point  where 
you  must  make  a  big  decision.  You  are  at  the 
crossroads  and  a  different  course  must  be  fol¬ 
lowed,  whichever  decision  you  make. 

If  you  are  offered  a  price  with  which  you 
can  purchase  a  similar  or  better  property,  take 
it;  and  if  you  make  such  a  reinvestment,  as  dis¬ 
cussed  earlier,  you  will  avoid  any  tax  on  the  so- 
called  profit  which  is  in  reality,  perhaps,  only 
an  inflationary  price  rise. 


If  you  are  an  average  investor  not  too  well 
informed  on  present  prices,  employ  the  best 
informed  local  real  estate  appraiser.  Ask  him 
to  set  a  price  at  which  he  is  sure  you  can  re¬ 
place  your  property  with  another  of  equal  util¬ 
ity  and  promise  for  the  future.  If  this  price  is 
not  acceptable  to  the  government,  then  you 
must  investigate  and  weigh  carefully  whether 
the  cost,  inconvenience,  and  nervous  strain  of 
a  court  trial  is  worth  the  difference.  Also  re¬ 
member,  it  is  not  unusual  for  a  court  to  return 
a  verdict  less  than  the  owner  was  offered  be¬ 
fore  the  trial. 

It  is  my  experience  that  most  owners,  when 
in  controversy  with  government,  take  a  “hope¬ 
less,  I’m  beaten”  attitude,  often  based  on  a 
past  “brush”  with  some  calloused  bureaucrat. 

Call  Upon  Agent 

If  you  decide  because  you  have  a  good  case, 
or  just  on  principle,  not  to  settle  but  to  let  the 
matter  go  to  court,  then  you  should  call  on  the 
governmental  agent  and,  in  as  friendly  a  spirit 
as  you  can  muster,  state  your  case  and  offer  to 
settle  at  what  you  consider  the  minimum  fair 
price;  but  tell  him  firmly  “that  is  it”  and  you 
intend  to  seek  legal  council,  after  which  event 
you  will  not  be  interested  in  so  “close  a  price”. 

When  your  offer  is  rejected,  you  must  then 
select  an  attorney  to  handle  the  matter  for  you. 
Often  your  “family  lawyer”  has  had  little  ex¬ 
perience  in  such  matters,  and  you  may  be 
much  better  off  going  to  an  attorney  who  is  a 
specialist  in  condemnation  cases. 

A  local  attorney  of  much  experience  re¬ 
cently  appeared  in  court  at  4:55  p.m.  on  the 
last  day  such  maneuvers  were  possible,  and  for 
his  client  requested  a  trial  without  jury.  In  our 
area  the  juries  are  less  “judicial”  than  a  judge 
who  is  elected  every  four  years.  Because  of  this 
attorney’s  knowledge  that  our  judges  were 
more  inclined  to  give  the  owner  the  benefit  of 
the  doubt  than  the  “have  not”  jury,  and  be¬ 
cause  of  his  knowledge  of  mechanics,  his  cli¬ 
ent’s  awards  were  higher  than  they  likely 
would  have  been. 

Fees  Are  Considerable 

Fees  vary  on  this  type  work,  but  in  this  area 
are  usually,  as  a  minimum,  $100  retainer  plus 
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25  to  33V3  per  cent  of  any  increase  over  tlie 
best  offer  you  have  had,  plus  expenses.  Ex¬ 
penses,  often  not  inconsiderable,  may  include 
court  costs,  witness  fees,  preparation  of  maps 
and  charts,  photographers,  appraisal  fees,  etc. 

Aside  from  the  selection  of  the  attorney,  no 
preparation  for  trial  is  as  important  as  the  se¬ 
lection  of  your  appraisers.  Like  everyone  else, 
appraisers  pretty  well  charge  what  they  are 
worth.  Unknown  “bargain”  appraisers,  like 
most  other  bargains,  will  likely  testify  to  the 
highest  value  and  yet  be  of  the  least  assistance 
and  thus  be  the  most  expensive.  The  impres¬ 
sion  the  appraiser  makes  on  the  court  is  far 
more  important  than  an  obviously  high  ap¬ 
praisal. 

Have  the  property  appraised  by  four  or  five 
of  the  best  appraisers  in  town,  with  the  under¬ 
standing  they  will  testify  in  court,  if  you  de¬ 
cide  to  use  them.  Perhaps  you  have  ahead}’ 
had  one  appraisal  to  guide  you  in  preliminar\’ 
negotiations.  Have  an  understanding  with  the 
attorney  that  if  these  appraisals  indicate  you 
have  l^en  offered  a  price  approximately  cor¬ 
rect,  he  will  make  the  best  settlement  possible 
and  get  out. 

Selecting  An  Appraiser 

These  appraisers  will  in  this  area  charge  you 
a  flat  fee  comensurate  with  the  work  involved 
for  the  appraisal,  plus  a  fee  contingent  iipoii 
their  being  used  in  the  case  of  $125  or  more 
per  day  in  eourt,  or  while  on  standby  for  court. 
Your  attorney  can  reduce  this  latter  fee  sub¬ 
stantially  by  being  careful  to  waste  as  little  of 
their  time  as  possible. 

Select  your  appraisers,  keeping  the  follow¬ 
ing  factors  in  mind  in  the  order  of  their  im¬ 
portance: 

1.  Stonding  in  the  Community: 

Is  he  known  to  be  a  man  of  highest  in¬ 
tegrity  and  much  real  estate  experience? 

2.  Experience  and  Demonstrated  Ability  in 
Court: 

Does  he  know  all  the  pitfalls  of  cross  ex¬ 
amination?  Is  he  a  quick  thinker  or  easily 
trapped? 

3.  Thorough  Preparation: 

Does  he  demand  that  he  be  allowed  to  buy 


and  examine  all  recorded  data  on  recent 
comparables?  (Whether  demanded  or  not, 
you  should  see  that  such  data  is  furnished 
each  appraiser.  The  favorable  data  will  help 
your  case,  and  the  unfavorable  will  prevent 
you  and  your  appraiser  from  looking  foolish 
from  your  lack  of  knowledge  of  same. ) 

4.  Impressive  Qualifications: 

Everything  about  his  general  schooling, 
business  experience,  professional  appraisal 
societies,  and  schooling  which  has  added  his 
opportunity  to  observe  real  estate  prices  and 
value  will  help  convince  the  court  of  his 
competence  and  unprejudiced  approach. 
(Your  attorney  will  understand  how  to  pre¬ 
sent  his  qualifications  with  as  much  modesty 
as  possible.) 

Don't  Hide  Data 

It  will  save  you  money  if  the  appraiser  will 
quote  a  price  for  a  verbal  report,  an  additional 
fee  for  a  formal  written  appraisal,  and  an  ad¬ 
ditional  fee  for  each  appearance  in  court,  leav¬ 
ing  you  the  privilege  of  settling  anvwhere 
along  the  way,  paying  onlv  for  services  actu¬ 
ally  used.  I 

Even  more  important  than  settling  the  fee  j 
issue  in  advance  is  to  be  frank  with  the  lawyer  I 
and  the  appraiser  as  to  what  the  property  cost 
you,  what  similar  properties  sell  for,  etc.,  es-  j 
pecially  unfavorable  data.  Nothing  will  ruin  i 
your  case  quicker  than  for  the  state’s  attorney  ; 
to  show  that  your  attorney  or  appraiser  didn’t 
know  all  the  unfavorable  data  or  facts.  | 

And  again  I  cannot  emphasize  enough  how  * 
important  it  is  to  get  an  attorney  both  thor-  [ 
ough  and  experienced  in  this  field,  and  the  j 
very  best  of  appraisers.  i 

The  state  will  usually  have  an  attorney  who  : 
does  nothing  else  but  try  such  cases,  and  ap-  ! 
praisers  who  in  many  cases  can  spread  the  cost 
of  gathering  data  over  many,  many  parcels  in  ■ 
the  condemned  area.  In  fact,  it  is  often  true 
that  the  cost  to  duplicate  the  state’s  data  file  - 
is  far  beyond  the  amount  being  litigated.  This  j 
is  often  an  insurmountable  handicap  to  the 
lone  owner  who  goes  to  court,  since  the  total  ; 
cost  must  be  paid  by  him  as  an  expense  of  the  ^ 
litigation  involving  his  one  parcel.  Thus  the  j; 
owner  has  enough  handicaps  without  using 
any  but  the  best  legal  and  appraisal  talent.  | 
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Products  and  Methods 


CORROSION  BY  ELECTROLYSIS 

Mixing  of  two  unlike  metals  such  as  brass  and  iron  creates  added 
hazards  of  deterioration.  Galvanic  reaction  sets  up  between  the 
two  metals  and  a  portion  of  the  one  metal  flows  to  the  other  as  in 
a  storage  battery. 

The  reaction  between  the  two  metals  is  not  general  throughout 
the  entire  length  of  the  installation,  but  is  usually  confined  to  an 
area  within  approximately  6  inches  of  the  joint.  If  it  is  necessary  or 
expedient  to  mix  the  metals,  care  and  discrimination  should  be  used. 
For  example,  if  one  is  repiping  a  building  where  the  present  plumb¬ 
ing  consists  of  galvanized  iron,  it  is  perfectly  feasible  to  do  it  on  a 
piecemeal  basis  over  a  long  period  of  time  by  installing  brass  or 
copper  tubing.  It  is  not  likely  that  any  leaks  will  occur  immediately 
where  the  brass  and  iron  are  joined.  Such  a  joint  may  last  without 
leaks  for  several  years  at  which  time  the  brass  piping  can  be  ex¬ 
tended  to  replace  the  iron.  It  would  be  very  bad  practice,  however, 
to  make  an  installation  of  brass  piping  and  insert  an  occasional  iron 
fitting  in  the  brass  line. 

When  using  aluminum  or  copper  for  exterior  work  it  is  advisable 
to  use  screws  and  nails  made  of  the  same  material.  If  it  becomes 
necessary  to  use  steel  nails  in  either  of  the  softer  metals,  it  is  ad¬ 
visable  to  insulate  them  from  the  softer  metals  by  the  use  of  rubber 
washers  and  protect  the  nails  with  paint.  The  presence  of  moisture 
accelerates  the  galvanic  action  between  the  two  metals.  If  there  is 
no  moisture  present,  reaction  between  the  metals  is  no  problem. 


"JET"  PLUMBING 

When  the  sink  gets  stopped  up  the  first  thing  we  think  of  is  the 
force  cup,  plunger,  plumbers  friend  or  whatever  else  we  call  that 
ancient  tool.  When  the  plunger  and  a  can  of  drain  cleaner  fail  to 
work  we  try  a  snake  wire  or  sewer  rod. 

There  are  numerous  gadgets  advertised  for  clearing  drams 
through  air  pressure  or  water  pressure.  “Waiter  Ram,”  “Jet  Plumber,” 
etc.  are  some  of  the  enticing  names.  The  principle  is  not  new.  It 
consists  of  applying  pressure,  either  hydraulic  or  pneumatic,  to  the 
stoppage  and  thus  forcing  it. 

They  work  all  right  provided  the  pressure  can  be  applied  in  the 
right  place.  If  the  stoppage  lies  between  the  trap  and  the  vertical 
waste  but  beyond  the  vent  connection,  the  pressure  of  the  ram  will 
force  the  stoppage  into  the  vent  and  possibly  out  through  another 
fixture. 

In  a  larger  building  an  electric  snake  with  15  feet  of  K  inch  wire  is 
an  excellent  investment  for  traps  and  wall  stoppages. 


BATHROOM  SAFETY  HINTS 

Slipping  in  the  tub  may  be 
avoided  by  adequate  bath-tub 
grabs.  Conventionally  the  grab 
is  set  about  6  inches  above  the 
tub  rim  which  is  fine  for  tub 
soakers.  For  shower  tenors  (and 
sopranos)  who  seem  to  be  just 
as  numerous  as  their  more  re¬ 
laxed  brethren  it  seems  that  a 
second  grab  at  more  convenient 
height  would  prevent  many  an 
accident. 

If  your  faucet  handles  are 
made  of  china— again  we  say: 
Waste  no  time  and  replace  them 
with  metal  fit-all  handles.  Those 
vitreous  china  handles  never 
break  except  when  someone 
grabs  them  tight.  That  is  when 
they  cut  deepest  and  cause 
nasty  hand  injuries. 

PUSH  PLATES 

Push  plates  and  rosettes 
around  doorknobs  never  seem 
to  be  big  enough  to  protect  the 
paint  from  finger  marks.  We  re¬ 
cently  saw  a  door  protected  by 
an  oversized  shield  of  ham¬ 
mered  aluminum.  This  can  be 
made  from  regular  “do  it  your¬ 
self”  kits  obtainable  in  most 
hardware  stores  and  is  unusu¬ 
ally  attractive.  Hammered  alu¬ 
minum  has  one  advantage  over 
many  other  materials  in  that  it 
does  not  show  finger  marks  very 
readily. 
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DISENCHANTMENT 


BOILER  TUBE  REPLACEMENT 


From  time  to  time  we  find 
that  some  of  the  new  products 
and  methods  which  we  have  dis¬ 
cussed  do  not  give  all  of  the  re¬ 
sults  that  we  had  anticipated. 
Two  of  our  partial  disappoint¬ 
ments  consist  of  the  use  of  latex 
concrete  for  patching,  and 
multi-color  paints  for  decorat¬ 
ing. 

As  previously  reported,  latex 
concrete  does  a  wonderful  job 
on  small  patches  and  holds  bet¬ 
ter  than  Portland  cement  for 
that  purpose.  But  with  the  great 
amount  of  snow  and  ice  last 
winter,  we  used  unusual  quan¬ 
tities  of  salt  and  calcium  chlo¬ 
ride.  Result:  the  latex  concrete 
seemed  to  disintegrate  faster 
under  the  salt  than  does  port- 
land  cement. 

The  use  of  multi-color  paint 
requires  strict  adherence  to  the 
manufacturer’s  recommenda¬ 
tions  for  preparation.  Where 
used  on  a  door,  it  was  found  to 
wear  off  quickly  in  the  vicinity 
of  the  pushplates  and  it  did  not 
hold  up  as  well  on  stair  risers, 
which  are  constantly  washed,  as 
we  had  hoped  for.  Thorough 
sanding  of  glossy  enamels,  and 
the  use  of  recommended  under¬ 
coats  before  spraying  the  multi¬ 
color  paint,  are  a  must. 

PROLONG  METAL  TANKS 

Tanks  for  water  storage,  fuel 
oil,  air  conditioning,  and  sprin¬ 
klers  can  achieve  a  new  lease 
on  life  by  lining  them  with 
hydraulic  cement.  While  this 
may  not  pay  in  ver\' s  mall  build¬ 
ings,  it  will  save  a  very  sizable 
replacement  cost  in  larger  ones. 
There  are  firms  that  specialize 
in  this  work  in  most  of  the  larger 
cities. 


We  recently  received  a  letter  from  one  of  the  large  boiler  tube 
manufacturers  regarding  substitution  of  condenser  tubes  for  boiler 
tubes.  Although  the  letter  refers  to  the  New  York  market,  it  could 
happen  elsewhere,  so  we  reproduce  the  letter  in  part: 

“We  would  like  to  warn  you  about  a  potentially  dangerous  situ¬ 
ation  which  has  arisen  in  the  New  York  domestic  replacement  Boiler 
Tube  market,  the  substitution  of  Electric  Welded  Condenser  and 
Exchanger  tubes  for  boiler  tubes.  Condenser  tubes  have  always 
been  available  at  mill  level  under  2"  for  legitimate  unfired  pressure 
vessels  and  the  danger  arises  when  such  tubes  are  incorrectly  in¬ 
stalled  in  any  boiler  (a  fired  pressure  vessel),  high  or  low  pressure, 
heating  or  power. 

“The  specifications  ASTM  A-178  or  A-83  cover  minimum  wall 
boiler  tubes  and  are  the  only  permissible  Boiler  Tube  Specifications 
uruler  the  ASME  Code  for  fired  pressure  vessels.  The  reputable  dis¬ 
tributors  of  boiler  tubes  in  the  New  York  market  have  scrupulously 
maintained  the  integrity  of  their  industry  by  delivering  certified 
boiler  tubes  for  boiler  installations.  However,  we  now  find  that 
welded  condenser  tubes  manufactured  to  ASTM  A-214,  usually 
“average”  wall,  are  being  substituted  for  boiler  tubes. 

“We  urge  you  to  check  the  source  of  your  tubes,  to  be  sure  they 
come  from  a  reputable  mill  distributor  who  will  provide  mill  test 
certificates  if  requested.  ASTM  A-214  comes  under  the  ASME  Code 
for  Unfired  Pressure  Vessels  under  2"  only,  and  it  is  entirely  incor¬ 
rect  to  install  such  tubes  in  a  boiler.  It  would  be  contrary  to  ASME, 
State,  City  and  other  Codes,  and  proper  insurance  coverage  could 
not  be  obtained. 

“Some  have  gone  so  far  as  to  suggest  to  users  that  these  A-214 
tubes  are  “just  as  good,”  that  an  average  wall  tube  on  gauge 
heavier  than  the  minimum  wall  required  is  actually  thicker  and 
cheaper,  or  that  since  a  few  of  the  tubes  have  been  tested,  all  can 
be  certified  to  A-178.  This  is  contrary  to  the  facts  because  only  the 
actual  tube  tested  could  be  certified.  Beyond  this.  Specification 
A-214  differs  from  A-178  in  chemistry  (carbon  content),  testing 
(crush  test  and  guaranteed  to  withstand  beading),  and  in  other 
respects.  In  truth,  A-214  does  not  apply  to  any  tubes  2"  and  larger, 
hence  a  2"  or  3"  tube  marked  A-214  really  isn’t  any  Code  at  all. 
Again,  while  the  ASME  Code  permits  average  wall  exchanger 
tubes,  boiler  tubes  must  be  minimum  wall.  A  further  word  of  caution 
here:  A-214  tubes  need  only  be  marked  at  the  mill  with  the  manu¬ 
facturer’s  name  or  symbol,  hence  they  may  be  otherwise  marked  by 
others. 

“Babcock  &  Wilcox  would  not  knowingly  ship  condenser  or  aver¬ 
age  wall  tubes  for  boiler  use;  however,  we  cannot  be  responsible  for 
them  after  they  leave  our  plant,  and  we  can  only  suggest  again  that 
you  request  original  mill  test  certificates  where  any  question  arises. 
For  your  protection,  our  welded  tubes  are  permanently  marked 
every  39"  with  sufficient  identification  for  us  to  establish  the  com¬ 
plete  specification  and  heat  number.  Needless  to  say,  we  would  not 
consider  any  claims  resulting  from  misapplication  of  our  material.” 
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New  Certifications 

INSTITUTE  OF  REAL  ESTATE  MANAGEMENT 


The  title  of  "Certified  Property  Manager"  has  been  conferred  upon  the  following  individuals  elected  to 
membership  January  1961  by  the  Institute  of  Real  Estate  Management. 


W.  Gene  Mays  (2064) 

5201  Wilshire  Boulevard 

Los  Angeles,  California 

Born  July  15,  1932,  in  Pampa,  Texas;  manager,  prop¬ 
erty  management  department,  Wm.  E.  Doud  &  Com¬ 
pany;  engages  primarily  in  management  of  apartment 
and  store  buildings;  also  experienced  in  commercial 
leasing  and  development,  and  general  brokerage;  at¬ 
tended  IREM  Courses  1  and  II  (1958),  Lake  Arrow¬ 
head;  guest  lecturer  of  property  management  courses, 
Los  Angeles  City  College  (1956-1957);  serves  on 
Realtors  Jr.  Committee  of  Los  Angeles  Realty  Board; 
member,  Wilshire  Chamber  of  Commerce,  and  forme 
member  of  Pasadena  Central  Improvement  Associa¬ 
tion;  professional  territory  covered  is  metropolitan 
Los  Angeles,  primaril)'  the  mid-Wilshire  district. 


Arnold  M.  Miesner  (2065) 

400  California  Street 
San  Francisco,  California 

Bom  October  19,  1902,  in  Altenburg,  Missouri;  as¬ 
sistant  trust  officer  in  charge  of  real  estate  and  prop¬ 
erty  management  at  the  Bank  of  California,  N.A.; 
properties  managed  include  hotels,  apartment  houses, 
industrial  and  commercial  buildings,  oil  fields,  farms, 
ranches  and  dwellings;  also  engages  in  appraising, 
buying  and  selling  real  estate;  member  of  Society  of 
Residential  Appraisers,  San  Francisco  Real  Estate 
Board  and  Chamber  of  Commerce;  professional  terri¬ 
tory  is  the  State  of  California. 


Thomas  J.  Sheehan,  Jr.  (2066) 

302  Tampa  Street 
Tampa,  Florida 

Born  in  Springfield,  Vermont,  January  6,  1928;  as¬ 
sociated  with  Jay  Hearin,  Inc.  as  secretary  and  prop¬ 
erty  manager;  received  Master’s  degree  in  education 
at  the  University  of  Florida;  attended  IREM  man¬ 
agement  course  in  San  Antonio,  Texas  (1956);  holds 
membership  in  Tampa  Board  of  Realtors;  specializes 
in  management  of  residences,  apartment,  store  and 
office  buildings;  professional  territory  covers  the  City 
of  Tampa,  Florida. 


Maurice  W.  Coley  (2067) 

66  Pryor  Street,  N.E. 

Atlanta,  Georgia 

Born  in  Hazel  Green,  Kentucky,  October  11,  1905; 
vice  president  in  charge  of  sales  with  Etheridge  & 
V^anneman  Realty  Co.;  received  B.A.  degree  from 
the  University  of  Virginia  and  M.A.  from  Emorv  U.; 
twentv-six  years’  experience  in  management  of  resi¬ 
dences,  apartment  buildings,  and  commercial  prop¬ 
erties;  member.  Real  Estate  Boards  of  Atlanta,  De 
Kalb  and  Cobb  County,  Atlanta  and  Cobb  Chambers 
of  Commerce,  NIREB  and  NIFB. 

Perry  A.  Nelson  (2068) 

746  East  Center  Street 
Pocatello,  Idaho 

Born  in  R(K‘kland,  Idaho,  December  21,  1916;  owns 
and  operates  the  Western  Real  Estate  Company;  has 
13  years  of  experience  in  real  estate  appraising,  mort¬ 
gage  lending,  brokerage,  and  management  of  resi¬ 
dential,  store  and  office  buildings;  past  president  of 
the  Pocatello  Board  of  Realtors  and  Chamber  of  Com¬ 
merce,  the  Pocatello  Multiple  Listing  Bureau,  the 
local  Property  Owners  Association  and  the  Idaho  Real 
Estate  Association;  was  voted  the  Pocatello  “Man  of 
the  Year”  in  1950;  currently  serves  as  president  of  the 
Pocatello  Rotary  Club,  vice  president  of  the  Idaho 
State  Chamber  of  Commerce  and  director  of  the  local 
Chamber  of  Commerce;  holds  membership  on  the 
Idaho  Advisory  Board  of  the  Mountain  States  Tele¬ 
phone  and  Telegraph  Company  and  Pocatello  City 
Planning  Board;  territory  covered;  States  of  Idaho 
and  Utah. 

James  M.  Flanagan  (2069) 

1750  East  Seventy-First  Street 
Chicago,  Illinois 

Born  November  7,  1935,  in  Chicago,  Illinois;  associ¬ 
ated  with  McKey  &  Poague,  Inc.  in  the  Management 
Division;  supervises  the  maintenance  of  various  types 
of  buildings  including  walk-ups,  elevator  buildings 
and  commercial  properties;  received  B.S.  degree, 
Northwestern  University;  completed  IREM  Course  II 
(1959),  Washington,  D.C.;  member,  Chicago  and 
North  Side  Real  Estate  Boards;  professional  territory 
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covers  South  Shore  and  Near  North  Side  districts  of 
Chicago. 


J.  Horace  Ooiron  (2070) 

620  Florida  Street 
Baton  Rouge,  Louisiana 

Born  November  24,  1928,  in  Baton  Rouge,  Louisiana; 
cashier  and  assistant  manager,  property  management 
department,  J.  T.  Doiron,  Inc.,  Realtor;  specializes 
in  management  of  residences,  apartment,  store  and 
office  buildings;  attended  IREM  Course  (1955), 
Chattanooga;  holds  membership  in  Baton  Rouge 
Board  of  Realtors,  Inc.,  Chamber  of  Commerce,  and 
Society  of  Residential  Appraisers;  territory  cttvered 
professionallv,  the  Parish  of  East  Baton  Rouge,  Loui- 
.siana. 


G.  Lincoln  Dow,  Jr.  (2072) 

125  High  Street 
Boston,  Massachusetts 

Bom  July  4,  1909,  Cambridge,  Massachusetts;  re¬ 
cently  became  associated  with  Meredith  &  Grew,  Inc., 
Boston,  managing  apartment  buildings  and  industrial 
properties;  formerb',  for  five  \ears  was  vice-president 
of  Channing  Management  Companv,  Inc.;  holds  A.B. 
degree  from  Harvard  College  and  A.M.  degree  from 
Middleburv  College;  completed  IREM  Course  II 
(1960),  Boston;  member.  Greater  Boston  Real  Estate 
Board;  professional  territory  covers  the  Greater  Bos¬ 
ton  area. 


W.  Frederick  Wilson  (2071) 

150  Causeway  Street 
Boston,  Massachusetts 

Born  September  2.5,  1917,  Reading,  Mass;ichusetts; 
assistant  treasurer  and  general  manager.  North  Sta¬ 
tion  Industrial  Building,  Inc.  (one  of  two  major 
railroad  terminals  in  Boston);  executive  director. 
North  Station  Merchants  Asswiation;  received  B.S. 
degree  from  Suffolk  Universit\’,  graduating  magna 
cum  laude;  graduate,  Burdett  College  of  Business, 
Boston;  memlier,  Boston  Real  Estate  Board  and  serves 
on  advisorv  board  of  the  Boston  BOMA;  professional 
territor\’  cxtvers  the  Cit\'  of  Boston  and  Greater  Boston 
area. 


F.  E.  Powell  (2073) 

501  E.  Capitol  Street 
Jackson,  Mississippi 

Bom  March  23,  1899,  Silver  City,  New  Mexico;  sec¬ 
retary,  VVortman  and  Mann,  Realtors;  six  years  of 
experience  in  management  of  residences,  apartment 
and  office  buildings  and  shopping  centers;  received 
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B.S.  degree.  New  Mexico  State  Universitv  and  M.S. 
degree.  University  of  Mississippi;  attended  IREM 
Course  I  (19.59),  Denver  and  Course  II  (1960),  St. 
Louis;  member,  Jackson  Real  Estate  Board,  Jackson 
Central  Lions  Club  and  Iwal  Chamber  of  Commerce; 
assistant  director,  Jackson  Civil  Defense  Corps;  terri¬ 
tory  covered  professionallv  includes  the  metropolitan 
area  of  the  Citv  of  Jackson  and  Hinds  County,  Mi.ss. 


Monroe  D.  Stein  (2074) 

189  Montague  Street 
Brooklyn,  L.I.,  New  York 

Born  March  .5,  1904,  Brooklvn,  New  York;  president, 
Harrv  M.  Lewis  Companv,  Inc.;  twentv-six  years  in 
the  real  estate  field;  manages  apartment  and  store  ' 
buildings  and  engages  in  all  branches  of  real  estate; 
has  lectured  on  real  estate  management  since  1948  j 
under  auspices  of  Brooklvn  Real  Estate  Board,  Inc.;  j 
has  served  as  president  of  the  Brookhn  Real  Estate  I 
Board,  Inc.  and  of  the  Kiwanis  Club  of  Brooklvn;  is  j 
a  director  of  the  New  York  Metropolitan  Association  j 
of  Real  Estate  Boards,  Inc.;  was  appointed  bv  Secre-  | 
tary  of  State  (N.Y.)  and  Attorney  General  on  special  \ 
committee  to  draft  a  Code  of  Ethics  for  real  estate  j 
brokers  and  salesmen  in  State  of  New  York;  profes-  j 
sional  territory  covered  includes  Brookb'n,  Queens,  | 
Nassau  and  Suffolk  Counties,  New  York,  | 


William  E.  Richardson  (2075)  j 

1101  First  National  Bank  Building 
Canton,  Ohio 

Born  November  7,  1924,  in  Canton,  Ohio;  manager, 
PropertN-  Management  Department,  the  Leonard  ! 
Agency  Companv;  six  years  of  experience  in  real  es¬ 
tate  appraising,  brokerage,  and  management  of  sin- 
gle  family  homes,  store  and  office  buildings  and  \ 
industrial  propt'rtv;  attended  IREM  Course  I  (19.59),  | 

Detroit  and  IREM  Course  II  (1960),  St.  Louis;  as-  [ 
sociate  member.  Canton  Real  Estate  Board;  member,  E 
Junior  Chamber  of  Commerce,  United  Fund  of  I 

Greater  Canton;  professional  territory  covered  is  j 

Stark  County,  Ohio.  ‘ 


Donovan  H.  Van  Dam  (2076)  I 

71 1  East  South  Temple  | 

Salt  Lake  City,  Utah 

Born  December  .5,  1906,  in  Salt  Lake  City,  Utah; 
propert\’  manager  with  the  VVmtdbury  Corporation  j 
operating  residential,  commercial  and  industrial  prop-  I 
erties;  planned  and  directed  construction  of  Rotter-  1 
dam,  Holland  church  and  rehabilitated  others  while 
president  (4?*  years)  of  Netherlands  Mission  (Church 
of  Jesus  Christ  of  Latter  Dav  Saints);  received  B.S.  i 
degree  from  University  of  Utah;  attended  IREM  s 
Comse  I  (19.59),  Denver  and  Course  II  (1960),  I 
St.  Louis;  member.  Salt  Lake  Real  Estate  Board; 

JOURNAL  OF  PROPERTY  MANAGEMENT  J 


territory  covered  professionally  includes  Salt  Lake 
and  Weber  Counties  in  Utah. 


Edward  P.  Westra  (2077) 

70  E.  Temple  Street 

Salt  Lake  City,  Utah 

Born  July  23,  1923,  in  Salt  Lake  City,  Utah;  assistant 
trust  officer,  Zions  First  National  Bank;  has  been  in 
charge  of  management  of  all  bank-owned  property 
since  1954;  completed  IREM  Course  1  (1959),  Den¬ 
ver  and  Course  11  ( 1959),  Seattle;  member.  Salt  Lake 
Real  Estate  Board  and  Salt  Lake  City  Building 
Owners  and  Managers  Association  Insurance  Com¬ 
mittee;  professional  territory  covered  includes  States 
of  Utah  and  Idaho. 


Jules  R.  Frank  (2078) 

9517  Warwick  Road 
Newport  News,  Virginia 

Born  September  10,  1931,  Newport  News,  Virginia; 
partner,  Frank  &  Shapiro;  office  engages  in  home 
building,  mortgage  lending,  brokerage,  and  manage¬ 
ment  of  single-family  homes,  apartment  and  .store 
buildings;  received  B.S.  degree  from  Suffolk  Univer¬ 
sity,  Boston;  attended  IREM  Course  1  (1960),  Char¬ 
lotte,  and  Course  11  (1960),  St.  Louis;  member,  New¬ 
port  News  Real  E.state  Board  and  Junior  Chamber  of 
Commerce;  is  vice  president  of  the  Mutual  Insurance 
Agents  As.sociation;  territory  covered  professionally 
includes  Newport  News,  Hampton,  York  County  and 
James  Citv  Countv  in  Virginia. 


Max  B.  Shapiro  (2079) 

9517  Warwick  Blvd. 

Newport  News,  Virginia 

Born  July  12,  1906,  in  New  York  City;  partner,  Frank 
&  Shapiro;  office  engages  in  home  building,  mortgage 
lending,  brokerage,  and  management  of  single-family 
homes,  apartment  and  store  buildings;  completed 
North  Carolina  Realtors  Institute  and  Home  Building 
cotinsc  at  Universit\’  of  Illinois;  completed  IREM 
Cour.se  I  (1960),  Charlotte  and  Course  H  (1960), 
St.  Louis;  special  recognition  includes  citation  from 
community  chest  for  community  .service,  testimonial 
]ila<jue  from  Home  Builders  A.ssociation,  Certificate 
of  Appreciation  from  U.S.  President  and  Governor  of 
V'a.  for  work  on  Selective  Service  Board;  member, 
Newport  News  Real  Estate  Board;  past  president, 
C^hamber  of  Commerce  and  Home  Builders  As.socia¬ 
tion  of  V^irginia  Peninsula;  serves  on  the  Board  of 
Directors  of  the  Mutual  Insurance  As.sociation  and 
the  Tidewater  Mortgage  Association;  professional 
territory  includes  Hampton,  Newport  News,  York  and 
James  City  Counties  in  V^irginia. 


Lewis  A.  Keen  (2080) 

909  Government  Street 
Victoria,  B.C.,  Canada 

Born  April  13,  1918,  North  Vancouver,  B.  C.,  Canada; 
manager.  Building  Management  Department,  Ker  & 
Stephen.son,  Ltd.;  specializes  in  management  of  resi¬ 
dential,  commercial  and  industrial  property;  attended 
IREM  Cour.se  I  and  II  (19.59);  member,  Victoria 
Real  Estate  Board;  president.  Building  Owners  & 
Managers’  Assttciation,  Victoria;  professional  territory 
covers  Citv  of  Victoria  and  suburbs. 
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New  Accredited  Management  Organizations 

INSTITUTE  OF  REAL  ESTATE  MANAGEMENT 


The  designation  "Accredited  Management  Organization"  was  conferred  upon  the  following  companies 
January  1961  by  the  Institute  of  Real  Estate  Management. 


A.  R.  Langley  Co. 

800  North  First  Street 
San  Jose,  California 

Organized  in  1957  as  general  real  estate  office;  sole 
owner  is  Arlington  R.  Langley,  CPM;  firm  manages 
single-famiK’  homes,  apartment,  store  and  office  build¬ 
ings,  and  ranches;  member  of  San  Jose  Real  Estate 
Board  and  Chamber  of  Commerce,  as  well  as  Califor¬ 
nia  Real  Estate  As.sociation  and  Merchants  Associa¬ 
tion. 


Seay  &  Thomas,  Inc. 

30  North  LaSalle  St. 

Chicago,  Illinois 

Mr.  Thomas  F.  Seav  organized  the  firm  in  June  of 
1935;  officers  are:  Thomas  Seav,  president;  Arthur 
Skrivan,  vice  president;  Jane  Long,  secretarv-treas- 
urer;  the  management  department  is  supervised  by 
two  CPM’s,  namely  John  W.  Celia  and  Bert  V.  Robins, 
and  operates  apartment,  store,  office  and  loft  build¬ 
ings;  firm  also  active  in  sales  and  mortgage  lending; 
member  of  the  Chicago  Real  Estate  Board,  NAREB, 
Chicago  and  National  Mortgage  Bankers  Association. 


Carl  C.  Wilson,  Inc. 

3170  Davenport  St. 

Omaha,  Nebraska 

Firm  was  organized  in  1933,  and  has  managed  prop¬ 
erty  for  the  general  investing  public  since  1942;  ac¬ 
tivities  include  management  of  single-family  homes 
and  apartment  buildings,  brokerage,  insurance,  sub¬ 


dividing  and  appraising;  Carl  C.  Wilson  is  president 
of  the  firm,  Harland  L.  Mossman,  CPM,  vice 
president,  and  Robert  J.  Wilson,  CPM,  secretary- 
treasurer;  property  manager  is  David  W.  Mossman; 
membership  is  held  in  the  Omaha  Real  Estate  Board 
and  the  Nebraska  Real  E.state  Association. 


T.  R.  Lowing  Realty,  Inc. 

413  S.  Tryon  St. 

Charlotte,  N.  C. 

F'irm  was  incorporated  in  1957  to  engage  in  a  general 
real  estate  business  and  specializes  in  management  of 
residences,  apartment,  store  and  office  buildings;  offi¬ 
cers  are  T.  R.  Lawing,  CPM,  president  and  treasurer, 
Catherine  H.  Lawing,  vice  president  and  secretary; 
Neal  C,  Flovd  is  rental  manager;  firm  holds  member¬ 
ship  in  the  Charlotte  Board  of  Realtors;  Society  of 
Residential  Appraisers;  local  Chamber  of  Commerce, 
and  National  Institute  of  Real  Estate  Brokers. 


Bates  &  Springer,  Inc. 

3101  Euclid  Ave. 

Cleveland,  Ohio 

Founded  in  1948,  B  &  S  is  strictly  a  management  firm, 
e.ssentiallv  of  residential  property;  it  also  manages 
office  buildings,  hotels,  motels,  and  shopping  centers; 
officers  in  addition  to  President  George  E.  Springer, 
CPM,  are  vice  presidents  Elmer  Schindler,  Henry' 
Fisher  and  Michael  Kostelnik,  and  Arthur  Taylor, 
treasurer;  organization  is  a  member  of  the  Cleveland 
Real  Estate  Board  and  Rotarv  Club  and  Cleveland 
Apartment  Owners  Association. 
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Real  Estate  Market.  Dec.  1960,  pp.  9  3-100. 
kl(x:k,  fhank.  Housing  Construction  Behind  the  Iron 
Curtain.  Dec.  1960,  pp.  71—76. 

KYDD,  CHAHLEs  J.  How  Wisc  Management  Aided  Owners 
of  160  Prospect  Street.  June  1961,  pp.  268-271. 
MCAiNSH,  WILLIAM  JH.  How  to  Scare  Pigeons  (And 
Sundry  Other  Tips).  June  1961,  p.  237. 

MOHL,  A.  FHEOEHicK,  JH.  Insurance  Opportunities 
Through  Management.  June  1961,  pp.  2.50-2.56. 

MOHL,  A.  FHEDEHiCK,  JH.  A  Scientific  Approach  to  Apart¬ 
ment  Pricing.  Dec.  1960,  pp.  77-84. 

OPPEHMANN,  PAUL.  Trends  in  the  Central  City— People, 
Parking  and  Planning.  Sept.  1960,  pp.  2—10. 

HEESE,  LOUIE.  Condemnation:  Rapidly  Growing  Problem 
for  Property  Owners.  June  1961,  pp.  272—278. 
swESNiK,  HiCHAHD  H.  Syndication  Offers  Many  Advan¬ 
tages  to  Investors  and  Syndicators.  March  1961,  pp. 
145-148. 

v^’ELLs,  FHANK  c.  W/iut  You  Slwuld  Ktiow  About  Office 
and  Retail  Property  in  Today’s  Market.  Sept.  1960, 
pp.  .3;3-;36. 

WOLFE,  E.  E.  Water  Treatment  Protects  Air  Condition¬ 
ing  Systems.  March  1961,  pp.  1.51—1.52. 
w(X)UBUHY,  F.  OHiN.  llow  to  Put  Dollars  in  Your  Pocket 
by  Controlling  Office  Overhead.  June  1961,  pp.  261- 
2&3. 

BOILERS 

Maintenance  Exchange.  Sept.  1960,  p.  .55.  lune  1961, 

p.  280. 

BONDING 

Maintenance  Exchange.  .March  1961,  p.  1.53. 

CENTRAL  BUSINESS  DISTRICT 

The  Future  of  Downtown— A  Six-Point  Program,  falk. 

December  1960,  pp.  8.5-88. 

The  Merchant’s  Future  in  Central  Cities,  gumbehg. 
Sept.  1960,  pp.  40-42. 

Trends  in  the  Central  City— People,  Parking  and  Plan¬ 
ning.  OPPEHMANN.  Sept.  1960,  pp.  2—10. 

CLEANING  EyUIPMENT 

Maintenance  Exchange.  Dec.  1960,  p.  109. 

CLIENTS 

The  Care  ami  Feeding  of  Clients,  hanfoiu).  Sept.  1960, 
pp.  4;3-46. 

COMMENTS,  READERS 

Maintenance  Exchange.  Dec.  1960,  p.  1 10. 


CONDEMNATION 

Condemnation:  Rapidly  Growing  Problem  for  Property 
Owners,  heese.  June  1961,  pp.  272—278. 

CORPORATIONS 

The  Advantages  and  Disadvantages  of  Corporate  Real 
Estate  Ownership,  klain.  Dec.  1960,  pp.  101-107. 

CORROSION 

Maintenance  Exchange.  June  1961,  p.  279. 

DOOR  KNOBS 

Maintenance  Exchange.  June  1961,  p.  279. 

DRAINS 

Maintenance  Exchange.  Dec.  1960,  p.  108. 

E.XPENSE 

Behind  That  Crystal  Ball,  evehett.  Sept.  1960,  pp.  11- 

22. 

llow  to  Put  Dollars  in  Your  Pocket  by  Controlling  Office 
Overhead,  wihidbuhy.  June  1961,  pp.  261—26.3. 

FAUCETS 

Maintenance  Exchange.  Sept.  1960,  pp.  .5;3-.54.  | 

FIRE  EXTINGUISHERS 
Maintenance  Exchange.  Marcli  1961,  p.  1.54. 

FLOORING 

Maintenance  Exchange.  Sept.  1960,  p.  .54. 

FUSES 

Maintenance  Exchange.  Sept.  1960,  p.  54. 

GRAND  CENTRAL  CITY 

Up  and  Down  in  Grand  Central  City.  c:uhhy.  Dec.  1960, 
pp.  89-92. 

HARDWARE 

Maintenance  Exchange.  Dec.  1960,  p.  109. 

HEATING  PROBLEMS 
Maintenance  Exchange.  Sept.  1960,  pp.  .54-55. 

HOUSING 

Housing  Construction  Behind  the  Iron  Curtain.  ki.<k:k. 
Dec.  1960,  pp.  71-76.  j 

INCOME  I 

Behind  That  Crystal  Ball,  enehett.  Sept.  1960,  pp.  11- 

22. 

INFLATION 

Escalator  Leases  and  Tenant  Improvements.  c:akhett. 
March  1961,  pp.  142-144. 

INSTITUTE  OF  REAL  ESTATE  MANAGEMENT 
Advisory  Boards,  Couneils,  and  Committees.  Sept.  1960, 
pp.  60-63;  Dec.  1960,  pp.  124-127;  March  1961, 
pp.  160-164. 

Chapter  Officers.  Sept.  1960,  pp.  .57— .59;  Dec.  1960,  ■ 

pp.  120-123;  March  1961,  pp.  1.56-159. 

Meaning  of  the  Term  Accredited  Management  Organi-  i 
zation.  Marcli  1961.  p.  210.  j 

.Meaning  and  Importanee  of  the  Designation  Certified 
Property  Mamiger.  March  1981,  p.  166. 

National  Officers.  Sept.  1960,  pp.  56-57;  Dec.  I960, 
pp.  119-120;  March  1961,  pp.  1.5.5-1.56. 

New  Accredited  Management  Organizations.  Dec.  1960, 
pp.  1 17-1 18;  June  1961,  p.  284. 
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Sew  Certifications.  Dec.  1960,  pp.  111-116;  Jnne  1961, 
pp.  281-283. 

Pasi  Presidents’  Club.  St-pt.  1960,  p.  64;  Drc.  1960,  p. 

128;  March  1961,  p.  164. 

President  for  1960.  .March  1961,  p.  132. 

President  for  1961.  Dec.  1960,  p.  67. 

Regional  Vice  Presidents  for  1961.  March  1961,  pp. 
130-131. 

Rosters  (CPM  and  AMO).  March  1961,  pp.  16,5-224. 
INSURANCE 

Insurance  Opportunities  Through  Management,  moiu.. 
June  1961,  pp.  2.50-2,56. 

LEASES,  ESCALATOR 

Escalator  Leases  and  Tenant  Improvements.  tJAUUKi  r. 
March  1961,  pp.  142-144. 

LITERATURE  AVAILABLE 
Maintenance  Exchange.  Dec.  1960,  pp.  108-109.  March 
1961,  p.  1.54. 

MAINTENANCE  EXCHANGE 

Secttion:  Sept.  1960,  pp.  .5,3— .5.5;  Dc*c.  1960,  pp.  108— 
110;  March  1961,  pp.  1.53-154;  |unc  1961,  pp.  279- 
280. 

Subjec:t.s; 

Add  Fusc'.s  to  Fluorescent  Fixtures.  Sept.  1960,  p.  .54. 
Air  Conditioner  Program  for  Autumn.  Sept.  1960,  p.  .53. 
Bathroom  Safety  Hints.  June  1961,  p.  279. 

BoilcT  Treatment  Retards  Corrosion.  Sept.  1960,  p.  .5.5. 
Boiler  Tube  Rc*placc-ment.  June  1961,  p.  280. 

Cleaning  by  Replacing.  Dee.  1960,  p.  109. 

Colored  Aluminum.  March  1961,  pp.  1.5;3-1.54. 

Colored  Aluminum  Paint.  March  1961,  p.  1.54. 
Concrete  Adhesives.  March  1961,  p.  1.5.3. 

Corrosion  by  Electrolysis.  June  1961,  p.  279. 
Disenchantment.  June  1961,  p.  280. 

Dust  Mop  for  Dry  Swc'cping.  Dec.  1960,  p.  109. 
Emc'rgencv  Repair  of  Pull  Chain  Socket.  Dec.  1960, 

p.  110.' 

Faidty  Faucet  Fashions.  Sept.  1960,  pp.  53-54. 

Fire  E.xtinguishers  That  Don’t  W’ork.  March  1961,  p. 
154. 

Garage  Door  Closers.  Sept.  1960,  p.  54. 

How  I  Solved  A  Vacancy  Problem.  Sc‘pt.  1960,  p.  .54. 
“Jet”  Plumbing.  June  1961,  p.  279. 

Leaking  Cast  Iron  Radiators.  Sept.  1960,  p.  .5.5. 
Literature  Available.  March  1961,  p.  154. 

Marine  Hardware  Ashore.  Dec.  1960,  p.  109. 

New  Exterior  Latex  Paint.  Mar.  1981,  p.  1.54. 

Oil  Burner  F’ires.  Sept.  1960,  p.  55. 

Paint  Removal  on  Ornate  Trim.  March  1961,  p.  154. 
Portable  W'ash  Tub  for  Major  Cleaning  Jobs.  Dec.  1960, 
p.  109. 

Preventing  Warped  Plywood.  Dec.  1960,  pp.  109-110. 
Priming  Plaster  Patches.  Sept.  1960,  p.  .53. 

Prolong  -Metal  Tanks.  June  1961,  p.  280. 

Push  Plates.  June  1961,  p.  279. 

A  Reader’s  Opinion.  Dec.  1960,  p.  110. 

Resilient  b'looring  ovc‘r  Tile.  March  1961,  p.  1.5.3. 

Roof  Drains  Can  be  Dc'adly.  Dec.  1960,  p.  108. 
Substitute  for  Pipe  Joint  Compound.  Dee.  1960,  p.  110. 
Water  Treatment  Literature.  Dec.  1960,  pp.  108-109. 

MARINA  CITY 

Marina  City— A  New  Concept  in  Urban  Living.  c;oi,u- 
BEKc:.  June  1961,  pp.  228-2.36. 

MOTELS 

Motels  Need  Made-To-Order  Management,  uheneu. 
Sept.  1960,  pp.  37-;39. 


OFFICE  BUILDINGS 

The  Birth.  Life  and  Death  of  an  Office  Building,  baii.ey. 
March  1961,  pp.  13.3-141. 

Up  and  Down  in  Grand  Central  City,  cubby.  Dec.  1960. 
pp.  89-92. 

What  You  Should  Know  About  Office  and  Retail  Prop¬ 
erty  in  Today’s  Market,  xvklls.  Sept.  1960,  pp.  3;3- 
36.' 

OFFICE  OPERATION 

How  to  Put  Dollars  in  Your  Pocket  by  Controlling  Office 
Overhead.  w(K)1)buby.  June  1961,  pp.  261-26.3. 

OWNERSHIP 

Advantages  and  Disadvantages  of  Corporate  Real  Es¬ 
tate  Ownership,  ki.ain.  Dec.  1960,  pp.  101-107. 

The  Tax  Problems  in  Owner.shij)  and  Management  of 
Real  Estate.  c;asey.  June  1961,  pp.  240-247. 

PAINTS 

Maintenance  Exchange.  March  1961,  p.  1.54.  |une  1961, 
p.  279. 

PERSONNEL 

Personnel  Tests:  A  Management  Tool,  kumonos.  |une 
1961,  pp.  2.57-260. 

PIGEONS 

How  to  Scare  Pigeons  (And  Sundry  Other  Tips). 
MCAiNSH,  jB.  June  1961,  p.  237. 

PLUMBING 

Maintenance  Exchange.  Dec.  1960,  p.  110.  June  1981, 
p.  279. 

PLYWOOD  PANELS 

Maintenance  Exchange.  Dee.  1960,  pp.  109-110. 
POPULATION 

Population  Dynamics  and  the  Real  Estate  Market,  db. 
KLAssE.N.  Dec.  1960,  pp.  9.’3-100. 

PORTS 

Leaves  from  an  Engineer’s  Notebook:  What  Con.stitutes 
a  Succe.s.sful  Seaport,  ada.ms.  Sept.  1960,  pp.  47-.52. 

PRIMERS 

Maintenance  Exchange.  Sept.  1960,  p.  .53. 

PROPERTY  MANAGEMENT 

How  Wise  Management  Aided  Owners  of  160  Prospect 
Street,  kyimj.  June  1961,  pp.  268-271. 

PUBLIC  RELATIONS 

Good  Public  Relations:  Key  to  Service,  beckwith. 
June  1961,  pp.  2.38-239. 

PUSH  PLATES 

Maintenance  Elxchange.  June  1981,  p.  279. 

REAL  ESTATE  MARKET 

Population  Dytuimics  and  the  Real  Flstate  Market,  db. 
KLAS.SEN.  Dec.  1960,  pp.  9;3-100. 

RENTALS 

How  to  Estimate  Fair  Rental  Value,  gabbett.  Sept. 
1960,  pp.  2.‘3-26. 

A  Scientific  Approach  to  Apartment  Pricing,  moiil.  Dec. 
1960,  pp.  77-84. 
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REPAIRS 

Maintenance  and  Exchange.  Dec.  1960,  p.  110 

REPLACEMENT 

Maintenance  Exchange.  Dec.  1960,  p.  109. 

RETAIL  PROPERTY 

Wluit  You  Should  Know  About  Office  and  Retail  Prop¬ 
erty  in  Today’s  Market,  wells.  Sept.  1960,  pp.  3;3- 
36. 

SALES 

Sales  Profits  Thnmgh  Management,  falk.  June  1961, 
pp.  26^267. 

SHOPPING  CENTERS 

For  Your  Shopping  Centers  Success;  Consult  Property 
Management  Firsi.  conlon.  Mar.  1961,  pp.  149-150. 

How  to  Develop  a  Successful  Shopping  Center,  ghaves. 
Sept.  1960,  pp.  27-32. 


SYNDICATES 

Syndicatkm  Offers  Many  Advantages  to  Investors  and 
Syndicators,  swesnik.  March  1961,  pp.  145-148. 

TANKS 

Maintenance  Exchange.  June  1961,  p.  280. 
TAXATION 

The  Tax  Problems  in  Ownership  and  Management  of 
Real  Estate,  casey.  June  1961,  pp.  240-247. 

VACANCY 

How  1  Solved  A  Vacancy  Problem,  maxwell.  Sept. 
1960,  p.  54. 

VALUE,  RENTAL 

How  to  Estimate  Fair  Rental  Value,  gakkett.  Sept. 
1960,  pp.  2;3-26. 


IREM  FAMOUS  LECTURE  COURSE  TO  BE  HELD 
TWICE  IN  FALL  1961 


!  Practical  Methods  for 

Development  and  Management  of 

Successful  Property  Management 

Investment  Properties 

COURSE  1 

COURSE  II 

j  October  2—7  Seattle,  Washington 

September  25—30  San  Diego,  California 

Taught  by  experienced  and  successful  Certified  Property  Managers. 

So  packed  with  information  and  so  well  organized  ^ 

that  those  who  have  taken  them  say: 

! 

I 

“Extremely  helpful  in  building  a  knowledge  of  real  estate” 

“All  broker  candidates  should  be  required  to  take  them”  | 

“Recommend  courses  for  not  only  property  managers  but  anyone  in  real  estate”  j 
“Came  away  with  wealth  of  knowledge” 

“Very  worthwhile  adventure” 

“Regard  my  time  and  money  well  spent” 

“Finest  educational  experience  I  have  had  in  the  field  of  real  estate” 

For  further  information  write 

INSTITUTE  OF  REAL  ESTATE  MANAGEMENT 
36  South  Wabash  Avenue,  Chicago  3 
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The  tmayungand  importance  of  the  (lesignation 

Certified  Property  Manager 


►  Management  men  deal  with  and  handle  the  properties  of  a  large  seetion  of  the 
investing  public.  The  Institute  of  Real  Estate  Management,  made  up  of  manage¬ 
ment  men  and  women  who  specialize  in  operating  the  real  property  of  others, 
has  sought,  since  its  organization  in  1934,  to  protect  the  interests  of  this  large 
public  by  lifting  standards  of  management  and  training  men  in  the  profession. 

►  To  oiler  sab'guards  against  (juestionable  practices  and  to  improve  the  s(*rvices 
propertv  o\\’ners  get  from  management,  the  Institute  has  recorded  ainl  dissemi¬ 
nated  information  on  property  management,  sponsored  educational  courses,  and 
established  rigid  tests  of  the  experience,  competency  and  integrity  of  men  in  the 
business.  Those  who  meet  the  recjuirements  of  the  Institute  and  are  accepted  as 
members  are  authorized  to  identify  themselves  by  the  designation  CP.M,  mean¬ 
ing  “('(‘rtified  Property  .Manager.” 

►  A  C>P.M  is  a  dependable  and  competent  real  estate  manager,  selected  with 
careful  regard  to  personal  honesty  and  professional  standing.  CPMs  have  cred¬ 
itable  records  of  experience  and  have  demonstrated  that  they  have  executive 
skill  in  dealing  with  real  estate  management  problems. 

►  The  designation  “CPM”  will  guide  the  property-owning  public  to  competent 
management  help. 


I 


